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ABSTBACT ' 

This docunent contains the text of a 197^ hearing 
called to address the issue ot econoaic disparities thtit exist 
betveen white and black Aasricans. Ih^ issue focused on during ^this - 
hearing was the loss of revenue to the black cpiaunity iaposed by 
econoaic disparity and the iaposed cost of- ins titMticn'al barriers 
preventing' econoaic p<arity«. A research paper entitled "An Istiaate- of 
the Loss in Potential Gross National Product' Due to Existing 
Eaployaeiit, Productivity, apd wage Differentials Between White an'd 
Non-White Workeri^ in the United States,** by Charles Cw Cl^cone and 
John D. Fisk", was subaitted -to the coaaittee. Helvin Huaphrey of the 
E^ual. Saployaent Opportunity Coaaission discussed his research paper, 
"Black Experience Versus Black Expec;tiitions. 'Victor Perlo of the .New 
School for Social Research addressed the. reasons for econoaic gaps 
betwe«n whites and bl&cks* in the JLnited States and subaitted a 
prepa^dc^ stateaent, "Widening Econoaic Differentials by Race-*Pact8 
and Causes^" (ttK^ " ' v 
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^ Workers in the United States** 
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THE COST OF RACIAL DISCRIMiNATIO^^ 



JBIDAT, OOTOBEB 1», 1979 f 

CoNPKEflS OF THE UnITBD S-^TBS, 

., - Joint Economic Committbb, 
. ^ . Washington, fJ.C. 

The committee met, purauant to notice, at 10:32 a.m.-, in room 
210. Cannon House Office Building, Hon. Parren J. Mitchell (member 
of the committee) presiding. / - . " - 

TPresent: Representative Mitchell, r ' , • , . , 

* Also prenent: David W. Allen and M. Cathenne Miller, professional 
staff membera; ,MarIc Borchelt, administwvtive aaaiatant; Katie 
MacArthur, press assistant; and MaYk R. PoUcinski, minority pro- 
fessional staff member. . ' < 

Ofbnino j^TA-raiiBNT or Rbprmbntative MiTd!HBLL,'PRB«n)iNa 
Representative Mitchbll. Good morning. The hearing will now 

come to ordei-. . . . ^ , 

.Today wb shall hold a hearing t6 atldress the Issilte of economic 
disparities thAt exist between wlute and black Artiei}ca. * ' - 

The focus of this hearmg will be to develop costs associated with 
^ economic- (Usoarities and to provide, a background for an< analysis of 
the'coi^ts of (nscriminatioh. . "* . ' ' • 

As a Member of Congress, I have been a proponent of economic 
grpwth anH programs targeted to meet J.he needs of the minority- 
community.^ 1 am reasonably sUre that my colleague^ hivve become . 
annoyed when I const^ntljr refer to the disparity of unemployment 
and the disparity of rates between blacks and whites. 

Ih fact, f have earned a name, ii reputation as the economic care- 
taker of the black community. I am not at al^sure that is apropos, 
but Aevertheleas, it is the>e. ^ , . . . 

• We discusped the disparity in unemployment and suggested remedies 
to suggest a. more equitable dispersioa of its effects, yet we have not 
Vcknowl6dg«l that econpmic disparity is costing the black comraqnity 
in foregone revenues. . , . . , • ^ .4 

Today, we want to address the issue of this revenue loss, or imposea 
cost caused by institutional barriers jpreventjng economic pftnty. 

W© have^ked fofand deceived from the Congi-essionaPReseatph 
Service a research paper which is an estunate of - the loss m patemiai 
TTTOSS nationttl -product due to existing employment, productivity » and 
wage differentials between white and nonwhit*. workers ia the .United^ 

States. • . V . f 

ThJs paper measures the potential increase m the Nation s outpuf 

• aesummg a hypdthetical situation in which economic ditferentiaB did 
not exist, wMe at the same time assuming other crucial accommodaUng 
economic' ac£ivity. • ; 

(1) 
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• Using 1978 data, this paper ahowa that nonwhite workers* would 
have ^gained $9.7 billion' in personal income if their unemployijaent 
XAtfi-and median salary .were commfinaurAte. with theix white counter- 
parts. Due to excessive rates 6t unempleymfint targeted to. the non- 
white cpmrnunity. there was a $9.7 billion loss in personirt income. 
That factoF, coupled with a calculation of $27.9 bulion that could 
Ijav'e beeJh generated by nonw^iite workers, who >vere already em- 
ployed, had they received the same median full-time annual wages 
and/or salaries aa whit^ workers, tot^s $37.6 billion in foregone per- 
sonal income in the nonwhit^ commiini^es of America in 1978, 
» In 4 year, the nonwhite communities of America lost $37,6 billion 
due to racial disparities of the comihunity. 

Today we have two witnesses who will address thp issue of the^costs 
of racial disparities in tjhe economy, ; 

I am delighted to say thathoth persons are friends and persons 
whom I have knqwn for a long pwiod of time and individuals for whom 
' I have a very happy and utmost respect, ' 

Mr, Melvm Humphrey, who is th\3 Director of. Research for the U,S, 
Equal Employinent Opportunity Commission^ will discuss bis research 
and conclusions ii\ meftsuHng the coats of racial disparities, 

Mr. Victor Perlo, who is a private consultant and proJDessor »t the 
Ne>v School of Social Research^ New York^ N, Y,, wall discuss his px- 
^tensive research in the area of racial disparities, ^ • 

Gentlemen, it is-so very kind of you, both of you, to take the time . 
to be here. I know what your schedules are, I kYiow what the demands 
are on you, ' . . 

I would suggest that we hear from DOth of you, and then we will 
piove into the question [Period, , ' 

At this point I will place in the hearing record the research paper ! 
referred to in my openinfir statement, 

(The/rdsearch papeir follows:] • • 

An Estimate or thk Lobs in Potrntia*. Onoss National Product Duw T^>^ 

EXIBTINQ EyPLOYMRNT, PRODUCTIVITY, AND WaGB DljrrBRBNTI ALB BbTWBBN 

Whitb and Nonwhutb Workers in thb Unitrd Statkb 

(Bv Charle* C. Ciccono, apoclallst in biwlnew and, labor ooonomlos, and John D, 
tlak, analyst iu labor .oconomlc«. Economics 1>1 vision, CongrcMiohal Jlesearch 
Servlcto, Library of Congress) ' v 

, • • • 

• ACKNOWLRDaBMRNTS 

I* 

i Tha authors wish to acknowledge the thoughtful ,oommontft aud ^ 

^ help of Br» Everson Hull, sifccialist in iriacrooconomica in the Con- 

grewional Rcs^rch Scrvioo. Of course, aoy shortfalls in the paper > 
■> • must be attributed to the authctrs, 

-This analysis estimates the loss' in potential m78/J.S,»gioss national ^product 
COUP) in current dollars due to existmg dlfforentiys In employment levels, pro- 
ductivity and average wages between white and iron-white workers.' This report 
measures the potential Increase in thp Nation's output assUmlng, as instructed 
by the requester, a hypotheti<^al situation in which the diffeTentials did not exist, 
and assuming other crucial accqmmodating econbmlc rfctivlty. Average produc- 
tivity, employment, and wages t\re presumed to be equal to that prevailing for 
white workers. * ' , - * ^ , i.i «/ 

This report makes no attempt tiy isolate particular causes for the existing (Ut- 
ferentlals in employment, productivity, and wage levels* Uather, the analysis 
recognises that manv current or past causes may exist, Including: (o) Uneciual 
skill and educational levels;^ (fc) raclallydlscrlminatlng hiring and pay raise poUcies; 

I W» r«ftr to oaf rtnt 1^79t4oliin. ' 
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(c) ulyniual mro and housing; id) (litTorniroH in Iii^i^r niftl-kot niohitlty . 

(«) (!iH|)nriti<»s in iMMSonal niotivutiiUi niid (»fTnrt. Wliilv ourli of fhiw |)ohs\^I)Io fiir- 
toTH Tnriy 1)0 tho (ur«^rt or tt\f1trorr ronult of nvrrt wrU IrtiftH tliHorii^unHtion, 
tlillH nniilvHiH nwikos no attompt to iw^Hign ilegroos i)f prol)al)illty ^^ Hovoiity lo 
Muy ono furtor. In«ti»a(t, It uki^h avallahlo <latu wlilrh luillratr tinit s\il>st{^tial 
4|itron»nroH in omplovniont liwrls nnd WHK^ lal^^s oxlst hotwiMMi wliito anii non^ 
whito workrt-n. (iivoii (haso data, tlu» n^uort (luaiitifios tho !iyputhHirnl addition 
to (5N1* fotRouo tluo to thoso dimMontlals, ^kti» 
IWraus(* tlu^ factors involvod in nioas\ninK tho potontial !\<lditiou to. dNI aro 

• numorous and uoniplox, tins analysis niakos tlio followinK rr\irial ass\nnptionH, • 
'm>nio of wliirli Miijv ho ipiostionod : 0 * 

- (I) In tho al)Soiio(» of hii^torioid foroos gonorating <^nph)y niont. and wago difloiv- 
outialH l)ot\voon wliito and non-whito wt>rkorH, no ditToi;onoos in avoi ago oonipotonoo 
and productivity i)Otwvon racoff would exist. Tluis hotli whito auii ni)n-wluto 
workers would >m» proportionally disporsod an^ong ociUpations, wo\dd on tJio 
avorago have equal skill lovoN, and wo\dd Wvo oq\ial uiodiap annvud pay.\0>c^ 
. assuluo workorrf would ho paid tlio value of tlioir uiftrginal j)n)d\iot.) . 

(2) Non-wliito wi^rkers would ho pjTid at tlie ajumal nio<iian \vi\^' lovjvl provad- 
for white workers * , < . r ^ 

(3) hicvvJiJ<«*d ji>lt conipcTition would not significantly oliango tho uiothan J)ay 
for whites provftil^niit iw an^^lahor market; median aun\ud pa^' levels for all workers ^ 
Would he eqiiid to M»oso oiuiontiv prevailing for whites. ' X ... 

(4) UneniplovnUMit ani*>ng all workers due to racially Uistfrinunatf)ry. htruig 
practices wodid ni>t i^xisi; average* eniployuhility of all races w'o\dd ho the saniej 

'V tuieniploynient rates 'for uon-wliite ^vorkers wo\dd he etpnd (o those exii^tuig for 
white Winkers. (We assuuic ni> cjvangos in labor force partieip;ition.) * 

(r>) AgK«<*gate deniiind .for goqds and services would expand s^ifliciently to 
nh'sorh increased output generated hy luoro produetiv^i eniph>yt^d non-whiti»H, 
amrhv newl) cniph>ved non-wliites, savings and iijvestuient wo\dd gri)W HUfU> 
ciently; the luonotary authorities wouhf uiakt* the necessary adjustments m tlie 

money supply. .t' * n • 1 * . 

i;iven the above critictd aHsumptions, this analysis uses the followuig ilata. 
(a) Average annual unemph>3ynent rates for whUe 1ii>il non-wliite workers m 

(/>> Metlian annual earninga of full-tiaio wage and salary white and non-white 
workers based on weoklV 'wagf^ levels prevailing in May l\)lH^ t \ 

(c) Tlie- anu\unt of tranafer payments (unemployment compensation, food 
stamps, Aid to I'amilicJ* witli Dependont (Miildren UTiemployed Parent) received 
' hy ]>lack unemployod kouds of lioHHohold in fiscal ID'iW. 

' ThOKe data were then used to eoniputo tlio following: * 
(<i) Tke nuiiiber 6i additional non-white workcrn wlio would Inwo boon om- 
ph>y^d in H)7H luul (lie iiuomploymput rate for non-wliitojs hoeu/Hprnl to tho rate * 
oxlfltlng for wliitort iu that year. 
" (W The u«gregate amount of wages and salaries thVse additfonal tnnploye* 
non-whU(^ workers-^Wiudd have vt*<*tMwd in lV7X if they were 'etiually qtialihetl ^ 
Whitej^and werfv paid at t^io whito huMlian fuU-tim^ annual earnings' l«vel. 

(c) 'Pfte estimated amount of tnuisfor p^iymonts rftcoived l)y the provioualy 
unoniployfld non-whitOH as an ofTsot'to tho additional total ftpopdablo vanimgs 
g(n\orat^(l among tho newty employod honwiiito workers, , ^ ' , , , 

(d) Tho additional agurogate amount of wagon and salarioa thojUroady employee 
non-whito workers would have rocoiyed in 197S had t^^ir median fulhtiftio amuni 
w{igo ami Kahtry IovoIh been equal to ttio annual inodiai¥ full-timQ^jwiy^o level 
prevailing for white workers in 1978. T , ^ / x " 1 / 1 ♦ 

(<j) A multiplier of 2.5 is appllciiblo to the.lotal of (6), (r) and (<i) »^^^*^vo to 

• account for the miUtiplier effect Jfuch additional income would have on U-Wl. 
WJdle tho^'iTi faotor is oonsidored to bo at tho higher end of reasonable OHtlmatca, 
it ie considered appropriate in thiR ease because of the relatively strong impact 
these ohangOH would havo on low inoomo groups in the otoiiomy. 

■50 iwcent of all worknw otrn mow than the medKti : 00 poiv ;nt earn lesB. ' 
» A iimri likelv Mtuatlon miffhl bi> ecmalUatlon of wage levels nlltthtly below that vvf- 

nredlan/wage.*^Cooieqnently^ have aifminieS that 4>onwhllc« would on tho nvoraac bo 

^ ^n*deXe«e^*^^^^^^^ rate !• typically asaoclated with .noroa«od 

idoyeihnon whites are. worklngfolhtlme^and attumed that the addltlonaa ^owlv ojiiploycd 
«' fulMlme John. Ve hare made thin aaaumptlon only l>fcauie of dn^a flnilta 

■ • 

. " . ' • . •■■■1 • * 



IVoiuwo thlH oBtliuation i^rooow ls one of HOveriU whioh could hav« boon ubocL 
tho rcHultw'ri^p hwnt only u rough (vttimuto of-tho |)()toutlul iaumot'on (INl of 
prewi>t eniplovmont and auIhi v dnTorcniliilHholwoon wHilo lUurnon-writttrwoTRprfl. 
Bn80(i on th<f 'iisiuniptlonH-iUHl llinltrttlona spooUkfd In thlB report, this piocxjiluro 
oatlmaU^H thai Uurhuniiol of lUolnHyfforontlfilH lif oinployinout and liHMnm^ on 
1978 cniirnt dollau (iNl^^oauUl hiivo botfn approximately $03.5 billion. Thin 18 
oqulvalent to a potential lnoroa»o of 4.4 noroont over 1078 C1N4\ (Kven though wo 
have a^muuuMi othorwlno, this $03.5 bUllon Incroafti? would nioHt llkoly not bo 
oaptiU'tMl totally Within 1078. Our juwuniptlon avoid? dimcultloH in apDorUonlng 
tho (JNl^lnorenKo between 1078 and future years.) Although ihln (INT InwaHO 
would be u ovclvRnd-foi-all time ndjuatment, higher levels of VtNV In HUceeMlve 
voarH brought about by the aaaumed more e(nUtal)le, effldent, and robust total 
labor lna^kot'w^Hdd beneHjt the economy as a vh(Me, and would avoid any waste of 
hitent manpawer asHoeiated with wide diacrlminittory ^lifTe.rentials in wage and 
employment levels,' 

HhtA and caltulatlons us^lmI in arrlvl^ig at this Atimate n^o: 
Ml) (a) Labor force data, 1078.» 



• I -. - . 

Whitf Non*hltf' 

CIvltlin Ubor fortt . . . . ; ! , *- - ". - - . 88,456,000 " 11,964.000 

" Emplo;.d. : , 83,836,000 10.837^ 

Ufwmploymwt ritt ^P«f6«0 » ^-^ 

'(b) Nunil>«r of non-white workers unemployed if the }078 annual avtrt-ago^non- 
wjilto \mompk>yment rate ((11.8 percent) was equal to the white 1078 average 
annual rate (5,2 pereqiit): 022,000. v 

(c) Difference ()6twoen the actual 1078 annual irvOtage no^>-whlto employment 
(1,427,000) and ^*equifllzc<l'' non- white luiemploymertt above: 805,000. 

(2) Me(fian earnings of fulUtiiAo Wage and Salary Workei*s, May 1078.^ 

" ' ■ . ' * . ^hitf worktri . ^ Bteck workt n Olfftrtntlif^ 

' _ . . - -■ ^- 

WMMyMrnlnit ,^»232 . p $181 ' «J5l 

ArinuiW.. - 12»064 9,412 »2.652 

* Ptr ytir, • » 

(3) AdfliUona\ wajjo and salaries earned if employment for white and nnn-whito 
workers were equall»ed at 5.2 |wrcent;uifl If anmfal median wage and salary levels 
were oqualiiced at $12,004: ^ f 

805,000 <whi'to an^l non-white unemployment differential) 
X'$12.004 (aimualisRcd white 1078 wtvge and salary earnings) ' , ^ 

, • $0.7 billion. v ' . * 



AddKional wages and salaries earned if already employed m>n-vhite workers 
the same median fujl-time ahi^ual ^ages^ami salaries tw white workers iii 



(4) 
receivi 

\. 1'0,687,000 (humbor ot non-white workers emphiyed in 1078^ t , ^ 
> X$2,-052 (earnings differential) . . ^ 

— ■ — - — ^ — • » • 

' $27.0 biinon ; . 

(6) B\mi i)f No. (8) and No. (j) above: $37.0 billiwi.^ * ^ • 

*'«Cr.8. Bur«tu of Labof 8a4tl«itlci. Kmployment And Tralnlni Repolt the President. 
1^79 Tftble A— 7 P 247 j \ * * 

^y. N. HeiliWH and kV*P. Mellor, '^Weekly and^llourly Biirnlngt of U S. Workow, 1907 * 
1978.*'^Monthrj Labor ReTiew, Auguft 1979. p. 8^. ^ ' - 



X (6) Totrt! OHtimntod potontinl lihimci on 1078 ruriotit dollar GNP: , BiUiom 

fiuiW W WaK«> Hlul 4MUHti*4H r'-^r^A. ^ f $37* (1 
*rttlnwiiod trunHfiM' paytnontK rooeivod.1\v proviouHly unomployod 

i-whito workoi'rt 1 . _ . _ ...^ . - , ' 

' KqunlH . . \. - . ^ . ^7, 4 

MuUipller HToot on . ^ X!^. r> 

* ^ » " 

lOqualH totu! OMtlinatod potwitiul impaoi m 1078 (Mu riMit dollar 

(}NP», . . OH, 5 

Phl» actual . 1078 iMirmii dollar (SNP», ... ^ I 2, 127, (i, 

Kquals totu! notontial (IN P without oinploymont, productivity, 
and wa^^iMlllTorentlalM - 

P^tontlal pm*(mtnpji> incr«aso ov«r 1978 current (iollar (5NP. — — 4* ^ 

^1^114^1 <»n (%)iiRrciiiitonnl Budffot OAre <UtA. 

•Even though wo hATO tMuined otherwlie, tbli ItiCKtie will most liki^lv not bo cApturpd 
totally withtn 1078, Our ftRiumptlon Arolds difflcultiM In apporltanlng tho GN!* 'inoroajir 
betw^u 1078 «nd fuliire yean, • , 

•0.8. Council of Economic Adtlteri, Ek^onomic Indicator, September 'lD7t>, i>, 1. 

Roprosontativo Mitchell. Mr. Humphroy^ wooUl you load olV, 
pleaso? ' . 

STATEMEihT OP MELVIM HUMPHREY, DIRECTOR, RESEARCH AND 
^ BEARINOS ADVISORY GROUP, EQUAL EMPLOYMENT OPPORTU- 
mTY COMMISSION, WASHINGTON, B.C. 

Mi;. HiTMPHftBY. 1 am Melvin Ilumphroy, Director, Research afid 
Heariiifjs Advisory Tlroup, Equal Employment Opportunity (^onV- 
misKion. 

I appreciate your invitation to participate in Ahis meeting of the 
Joint Economic Committee on thf 'subject of ^ economic ^disparitiesj. 

I was specifically requited to attbnd in order to (Jiscuss my earlier 
research which was published in 1977, '*Black Experiencie Versus 
Black Expectations/' I am therefore' pleased to share with you^ these 
pers'on^tl comments and am grafeful to^ the C'onimission for permission 
to (i(/po. . 

Let me briefly state the ba^^ic ttssumptionH of the study ' summarize 
its major fiiulings and conclusions; and then share with you Some 
thoughts of mine ©n the costs of employment <liscriinintttion to the 
blaok cofnmunity, ' . ^ 

The study was based on the (general propoaitioii that black workers 
are entitled to a fair share of gainful employjnent and that the attain- 
n^nt of that fair share is a desirable social and economic national goal 
V of the highest priopity.i * . 

The primary assumption of this study is that there exists in the 
labor market a sufficient pool of blacks, like whites, who are (j^ualified 
or qualifiable for entry level positions,- 6r higlier level positions, in 
many^of the occupations included undet- the broader job categories* 
listed on EEO-l reports filed with -the Commissioft by private em- 

. players. , I • * a i 

It is aj^umt^d, andlwe do show, that the number of blacks in this 

Eool is more than adequate to meet the labor requirements to raise 
lack, employment* \o a fair-share level. ) j 



Therefore, any leveLof black employment below the fair-share level 
" fe th o pro(l u^t-0(^Htrti^tional employment i>ro<^ur^ anU j>racticea 
which exclude bla<;Ks from * gainful employment and certain job 
assiffnmente, 

^When we looked at the employment data for officials and manage^ 
professionals, technicians,"^ sales workers, and craft wdrkers oyer a w 
year period, we found little to support the then common notion that 
"Macks have come too far too £ast/' 

On the contrary, the data clearly indicate that for each ojf the job 
categories^ tl^^e employment gaps between black employment and 
black avadability still exist, • / ^ ^ 

The overall increase in black par^cipation rates between 1969 and 
1974 raliged from^ 1 percentage point for professional jobs to 2,7 
percentage points for office and clerical workers, Whm these changes 
are translated into annual movements^ I think that the progress 
^becomes a mirror reflection of the tokenism found in other aspects of 
American life/** . ' 

This does not mean, however,^ that there was no improvement. 
Indeed, Oie study showeil that there had been sonje improvement in 
the overall employment posture of black Workers, and a reduction in 
the level of the employment gap. 

We found that black employment has slightly increased over the* 
1969 *to 1974 period and in all probability we predict it jull continue 
to increase. ' > ' , 

Our mod^l suggests that changes in black employment ate closely 
related to time, but that the passage of time alone does not fully 
explain the increase in black employment. Obviously, other factors, 
not the least of whiclv is the eniorcement, of title Vll, have had a 
favorable impact. . ^ , 

However, despite this improvement,' the site of the employment 
gap-^^6,000— oemonBtrated the magnitude of black underrepfeaenta- 
tion in the'jEEO-1 wcS|fotce, If the assumptions regarding the avail- 
abilitjr of black labor lln:^ valid, and I believe that th^y were, then 
the existence of the gap wmri^ imply that racially discrimmalory prac- 
tices strongly influence employment decisions- in. this country ami con- 
stitute the major.cause of employment discrimination againit blacks. . 

Bkcial discrimination in employment continues even after blacks 
are nired. We found that black workers were treated differently ^rpm 
white workers when job a8signiq,ents were made, * ^ 

For example, while only 34 percent of all T)lack 'workers "were em- 
ployed in the six job categories^ 66 percent of all white workers were 
emoloyed in these same categories. ' . 

This does not m$an that tnere was ilo improvement. These are the 
better payinff jobs. : ' ^ 

I bePieve that this inequality of job assignments between plaok «nd 
white workers is of such magnitude that it could not have happened 
by mere chance, but resulted fronj^deliberate employment decisio^ 
designed to limit the advancement of blacks into 8elect#4--iob 
categorieSi ' V. 

I doubt fiferiouely if such results could have occurred through the 
process df randomly selecting employees from a common pool. 

We also looked at the eaminga^po^tions of black workers to deter- 
m'ine if their earnings k^ Pftfir^^^ those of white^ workers, and to 



, . . 7 . . , 

see how the relative earnings' po8itio^fetwee|i the two groups ohangejl 
dtmngthe'pefiodt ~ ■■ ■ — . . \, 

We found that on tKe average, the earnings of whites increased 
faster than those of blacks and that the Vago gap between the two - 
groups increased. The existence ofHhe wage gap suggests thai blacks 
are treated differently from whites when employers make job 
assignments.' .... 

Assuming thd principle of equal pay for equal work is operative, it 
would appear tiiat black workers, as a classi, tend to be concentrated 
in those occupations where the wage^ are the lowest. 

Once again, I maintain that this type of discrinjimatory treatment 
in job assigVmients adversely impacts upon the earnings of blacks and 
that this result^could not have happened by chance. 

Thus, it would* appear to me that^ployment discrimination against 
members of the black- community occurs in three dimensions: One, 
there is employment discrimmation n the hiring ofblacks; two, once 
hired, there is employment di^rimination in the form of segregated and/ 
or'unequal job assignment^ and three, onoe assigned to a job, employ- 
ment discriminatio\j in. advancement and jjromotional opportunities • 
relegates black workers to those positions which provide lower eammgs 
than those ot white workers. 

Such em'ployme^t-^crimination targeted against blacks resulte 
in the loss of billions of dollars in'ww^es which would have been earned 
if blacks bad been employed at faiMhare levels .with equality of 
oGoupatfonal distribution and job assignments. ^ 

But as previously, stated, blacks are not emgloved in numbers com-- 
mensurat© with their availability for work, and their ]ob mix.and 
level of earnings lag behind whites/ The actual annual wage bin re- 
ceived by blacks is less than the-,wage bill which would have been 
expected, based unon faiMhare emi)loyment, equal job assignments 
and earnings equal to whites. 

The difference betweeh the ac^al and expected wage bill represents 
what I call the wage bill gap. . 

While time does not permit nte todivy to explain in detail the model 
used to estimate the wage bill gap, it consists of three elements. One ■ 
''elemen.t measures the foregone N^ages which are directly relatpd to the 
employment gap. A second element measures the lost wages directly 
attributed, to mequality of job assignments within oocujjational 
categories. A third element measureis the impact of wage ditfflretntials 
upon foregone wages. , * • u " 

If blacks had received their fair share of jobs with equality of job 
assignments arid no wage differentials/Tt is estunated that the total 
wages received by blacks in the period 1969 to 1974 would have 
amounted to $104.7 billion. • , • • j 

Because' of employment discrimination, black workers received 
approximately f43.7-biUion. - ....... 

Thus, atoOi^ing to these estimates, ♦ employment discrimination 
cost black workers $61 billion in lost wages from 1969 to 1974. 

I beUeve that aXxa^i $47 A)illion of ^ $61 billion wage loss suffered 
by blocks stemmed froiii their em|»loyiiient at levels below their fair, 
. • share and that approximately $14 billion resulted from emplwilient 
discrimination, iinsmg from mequalities in job assigntoenia and wage 
differentiajfl. . . > 
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I liave tlip inateiial on the easftl there, later on, if you wish to discuss 
Jt in de tail, _ ' v „ ^ . ^ ^ * 

Even rAore'sigmHuant, I estimate tliartfte aunXial wagrBilVgap fo^e 
from $7.6 bUlion in 1969 to $11.9 billion iirl974. - ; 'mm 

In addition, the wage bill gap tends to rise faster in u rfeclSionary . 
period than during a rooover^ perical. Such as relationship sunworts 
the an?umentthat a recession has a greater devastation upon flacks 
than upon wBtes. ' • . 

Based on the data that we have and projecting for the next 5 .years, 
let's say to 1984, 1 estimate that the gap would ijpproximately riseuto 
about $100 bUHon over the next .6 years. Thai is a8sunHng>.ertaiiI 
factors occur in the economy, i • * , 

Now we noticed something else in this atudyi and that is when 
would blacks achieve fair employjinent? 

We developed^ what we called an employment gap and we made 
sbme projections." AnJ our projections are wnen blacks would receive 
fair-shai:e employment. They are based upofi the observations of the 
data between 1969 and4974, » 

We also assumed, in looking at .this data and rriaking projections, 
that the bladk employment availability rate would Increase and that 
participation rates would increasp in t^ future. 

Using a zero level of employment percentage gap; that is, when the 
gap would no longer exist and baMd \ipon the projections of the prog-" 
ress over the period, we ^timatO/that it^will be. not uiitil theye^ 2017 
before blacb^^ receive n'fair share of employment as ofB^als and 
jmanagers. * i. . 

For professional and technidaAi jbbs/blacks will not achieve parity 
until the year. 2009, For sales workers, lot until the yearf2004. 

If our model is aqeurate, we ^ould See parity obtained for blatlw^ 

m the office and clerical worker^utegorAlh^-y®*^?'- / , " 

•Now factors such as the ups and downsiujbhe business cycle, the 
attitude of white America, the level of supp*irt^f&Y en- 
forcement of employment dispiriminatiou laws could raise or lower 

^ our proiectiohs for employment gap-closure, • 

The study indicfete^ that the major cause of employment disowpji^ 
nation against blaoka^is essentially racial, that expirations such as 
a lack of training, lack of education, and lack of sufficient available 
labor supply are simply not true. 

There seems to be a closer relationship iii the employment of blacks 
than there seem^ to be belween the leveU of * education and employ- 
ment' of whites, leading me to the conclusion that fatftors other than 
education determine the level of employment, especially where whites 
are concerned. • u i i 

f And when we look at the relationdiip and the • change in ttie level 
of education, the change in the level^f employmdnt for both groups, 
the same conclusion comes hqme, tha* yatiatiohs in white employ- 
ment jaPtr^Dtplained by factors other than education. • ui i 
Yet, a signiiioant portion of black employment, changes in black 
employment are explained by ohanges in education, which suggests 
that blacks are required 16 have jnore educational attainment or more 
stringent educational requirements placed upon blacks than on whites, 
. . We believe that the labor pool consists of what we call qiiahfiable 
persons ^and' qualifiable means people who hjmb thto necessary pre- 
requisites ttf t^e on the jtJb training. For offidfls' and managers' jobs, 
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for example, the^ .median education of all offiffials and matiagers is 
slightly less than, sty, J3 yeaw oreilu^jiJaon. 

• There is a sufficient pqol of blacl^ in thisTJOuntry who, have thaj, 
T^tf^ of education cduTdliQ Iriuned as Qjfftcials ^dmairagpTS^ 

We talk ahdfaf professionals ns having college, degrees. There are a 
sufficient nunilier of blacks* in this country with college degrees wjio 
could be upgraded in terin«-ot their employment* Many of the blacks, ' 
college degreed persons, are underemployed oi* imderutilized, 

* And in no wViy i\m I suf^gesting that thd^mplovmenj, gaps in, say, • ^ 
the professional category woidd mean that in m of some 10,000 at 
12,000 occu^tion8> you woidd find a ivirity of blacks' in each of those 
occupations. But if you collapse 'those occunatlons into the broad job 
category of professional^ jancl technical workers su^h x^B we d^ at the • 
Commission and in the Bureau of Labor Statistics, certainly Within . 
10,000 or 12,000 job titl«s^ thgre is a sufficient ^number of bla^jks to go ' : 
into those, until ' blaclts wpuld achiev^ H fair share of^ employment. 
And antil blacks achieve their fjyr ^\\at(t of employment, uhtil blacks 
aVe eYnployed at^wages equal to those of whites, we will' not spe any • 
change in this employment gap and lost wagea to the black vWJrkepfi 
and income .to the black commimity. * ^ 

Thank you. Congressman Mitchell. ^ ' . ' , 

Representative Mitchell. It is very dei>re88ing,, but it> waS very 

excellent testimony. We do have some questions for you^ ^ , . 
Mr. I^rlo, I thank you for takin^f time-out of your busy schedule 

for being here. I tharjk yJou-Nfor the Ulumina ting work you have done 

in this very troublesome area. ' . 

. STATEMENT OF VICTOR PERLO, PRSeESSOE, NEW SCHOOL FOR 
. ' SOCIAL RESEARCH, I^EW YORK, H,y. 

Mr^^ ^ / ; 

And ladies and gMTemen, you know Uiere'^ai^lW^I^^^ 
morning's Times which illustrate our theme very \lra^natiGally. The 
fiijst is that 85 establishments in Chinatown in New York have beep 
cohvicted or prosecuted for violating ♦most elementary labor laws, 
including child labor, miminum wage^. et cetera; of course, with all 
nonwhite workers. , ' > 

The second is that in Atlantic City, where th/ere is a great oasmo 
boom, and where the population is 50 percent black arid Hispanic, 
the casino commissiba instructed the iridustry to euiploj)^ 30 percent 
-black and Hispanic, 'f'he casino, industry and its '^contractors hffye 
fallen far belo\i^ that, with the result that the unemjJlpjrment rate m y 
Atlantic City is now 13 percent--ohe ^of the highest in the Nation, 
despite this tremendous b6om.. - 

That illustrates one ot the reasons the economic gaps bel^ween 
whites and blacks have vjridened siflfriificaRtly during the lAJO's; as 
the overall situation of W*ck people Sias deteriorated shotply. The 
Hispanic groups have also suffered wJ^^ 

This general decUne has occurred despite gains by a small section 
of Jbhc black population in managerial, prdfe^sional, and technical 
employment, to which Mr. Humi>hi:ey referred* ^ ^ 

Since blacks overwhelminjjly , aire wage and salary workere, the 
deterioration in thtJir economic situation has contributed to substan- 
tiai lo&es endured >y U.S. labor jas a whole during this decade: These 
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losfiMWJ have been a decisive factor in the unhealthy overall economic 
situation in the countlry. , 

Common <^ciai and_jmdia _ti>eatme of bjacfci^ jpsa^ jtends t^ 
J^ajQie tEe victimsTBut the real causes flow from ihe persistent ()att©m' 
of sociaf and economic discrimination on account of raoe. Affirmative 
action pro^am«« including definite preferancej^, are essential to correct 
this BituBrtipn and would benefit the entire economy. 

And* I may sa^r, the policy .affirmed before this committee 2 days ago 
of dealing with, inflatipn by requiring ^ (urther decline in ihe Uving 
standards of the U.S. working .people, which poses an^special threat 
to the black (Segment of the population, has to be detected and re- 
versed. ♦ ^ 

Between, 1970 and 1977 the penrcentage of black to white median 
family income declined by 4 points, from 61/3 to 57A, The xlecline 
was especially severe in\he North aiul W^t, ^ showii in m^ diart I 
of my .prepared statement) copies of whie^^ over there. « 

Here is th^ charts but^u can't see ik f^n a distaface. -"^ ^ 

Black families lost grpund; anjl not only relative to whites, but also 
Mn real income. Theijr reiA income declined 4.6 percent, whil© that of 
white families gain|i slightly. The red. incomes, of black limctilies in 
;the North and W^t declined between 15 and 20 percent, really* a 
calrantous record. And that is illustrated in chart II of m;^ prepared 
statement. , . . ' ^ . * • 

As Aiany as 40 percent of the blat^k population of the United States 
are living ih poverty, 'depending bA the definition one uses* 

The unemnloyment situation of blacks is also Vorsen&g, relatively 
absolutely. During tl^is decade th# unen^plbyment rate for blacks 
increased 6 percentage points^ as against 2 points for whites. Black 
unemployment is now 2% times the white unemployment rate. In 
addition to the unemployment ain6ng black teensugers, estimated by 
the National Urban league at 67 percent, there is heavy black uhem- 
ployment well into the prime adult working years. 

What are the causes of white-black income diflferentials? The generic 
factor of racial discrimination is cgmgion t<> all of them,, but here are 
the major s|)ecific causes. ^ 
; ' Fi^t, greater loss of income through unemployment/ 

Second, lesser access of blacks ^o income other than from jobs; 
that^is, property income and transfer payments. White f amiliesifiverage 
eight times as much pi^opdrty income as blacks. And contrary^ to the 
common view, white families. a^rage more transfer income; a fact 
worthy of note when confronted with comments about welfare loafers. 

Third,' lesser access of blacks tq batter, higher paying jobs.' The 
\ employment pattern of blacks, whilQ improved in broad ^QutlinCi is 
still badly skewed toward the lower end of the scale^ with something 
like a 6-to-l distortion of the average battem\f or male workers. 
^ Fourth, the mc«t serious source of differ^Jntial it income is a factor 
of lower pay for the same or similar work. Among>U male workers with 
full-time joDs in 1977, blacks averaged 31 percent less than whitesi But 
within each major dccupatipn^group^ blacks earn much less than white 
males — in most cases, 20 to 25 percent less. * 

That is illustrated in chai:t III of my .prepared statement. And it 
indicates that when the broad equality projected by Mr.' Humphrejr is 
realised, there will still be some way to go within eafch of- the major 
oco(ipation groups^ unless that is done simultaneously: 
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From these figures it appears that* one-third of the differenc 
earnings of black males is' (lue.to a less favorable broa<l job distrl 
lim , and about two-thirds to getting lowef pay in- the same broad lob 
"calegofyT ^ ~ ; ^ - , i 

The differentials ambng Women are small, because women's -wag* 
generally are so low thaC they cannot be forced much lower for blacfc 
women. That is why employers are irtore ready to hire black women 
^Ifhenblackrn^en. . . 

There are many ways in which eoononiic ^fferentials against blacks 
are^blamed on the black people themselves. Much is attributed to a 
•lacfi of educatiop, to adaclk of educational orientation on the part of 
.blacks. But now, as formerly, blacks at aglveiflevel of education fare^ 
* much worse than whites at the same level. 

Nortar^acks to blame for the se^iegated schools and the tracking 
patterns whfch limit the degree and eftectiyeness of educ&tion avail- ^ 
able to most of them. ^ 

.Another allegatibn focuses on the higher proportiQn of black families 
headed by women'; which does hot explain why blrfbk families headed 
by women have incomes 37 percent b^low those of white fanvilies 
headed by women. ' ' 

. Ahd then 'there are the overtly fadSTfeicplanations such as those of 
Professors Banfield and Shockl'ey. , . ^ 

I want to talk about the explt^mition jjjiven much publicity this year 
for black youth unem^iloyment— blacks m general, and blaok yputh in 
particular, are l^ss productive than, whites and are. unemployed be- 
» cause of minimum wage laws, that prevenjt employers from pkying 
them as little «te they should get.« 

• Just this month, Reader^s Digest broa<lly advertised in full-page 
ads an ^irticle ihrectly blaming olack youth unemplovment on the 
minimum wage increase that went into effect in 1978. Tne same point 
was emphasized in the WaH Street Journal feature earlier this year. 
There must be tens of millions, -of people reading -this particular 
propaganda. % % * i 

Reader's Digest begins with an account or a black teenager who 
applies for a job as a mshwasher in a restaurant. The owner turns him 
dpwn with the statement, ''I would like to help, but I can't afford you 
kids anymore." r , . 

The auth'or, Williams, like^he Wall Street Journal writer before hmi. 
stresses self-serving stories by restaurant ownera about how they had 
to reduce employment because of the higher minimum wages, Of 
course, Williams, who didp't even bpther to find' out the correct 
figures about th^ neW minimum wage which ^erit into effect on ^ 
January 1. 1978, also didn't check the facte to see what restaurant 
owners really did. 

^ There was a -substantial increase in the minunum wage at that time, 
15 percerit. But what was the rMult? Employment in restaurante, as 

* reported li>y the Bureau of L^or Statistics, mcreased^by 400,000 
workers^ in 1978, or by I0}i percent, the largest nurtfiitical increase on 
record, ^nd apparently 'teenage employment increased more than 
that of older workers. ^ ' 

Thus, this propaganda is nothing but another i)art of the oiigoing 
' oampttign to get con^^ressional approval for slashing young people*8 
wages below tne minimum. 
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It should b^notecl tha* during the 19?0'b when black oconomio 
circuhilBtances deteriorated, iKe effective level of the. minim\rfm- wage 
had defied from 5S percent of the ttvorgo fnotosy wau;e to 45 percent. 

• "So WTri^iris' tKe, opposite of tliat claim. TTio ihadequacy aniT in- 
coifiplete coverfligo of the minimum wage is actually a significant cause ^ 
of black poverty and unemployment.' , • 

• Black unemployment and povertv are ai^o connected .with the 
widespreifid liropaganila of low nroiluctivity given so n*ch official 
emphasik this year. It is discussJjd in guardcil language iTi the 1979 
Economic Report, of the President's C'ouncil of Economic Advisers. 

But tlve matter is pu|^ ra<?rt Uuntly by New Y^rk Times joximahst 
Jerry Flint, following an ipiterview be bad with the Coxinoil's Chairman 
Charles L. Schultze. Flint includes among "reasons for low nroductVyity , 
"Eq\ial opportunity riDes that m««k the firing of the less efficient, 
tMl' less" ediicated, and the less slciped to promote equality among 
races and sexes." ■ . ' 

Now,-.I consider this a gross slftnderagiin^ minorities ami women. 
The trouble is-not that eqiial opporAmiiy rxiles resuH in hiring inferior 
workers, -but that equal opportunity ruloa are ignored or evaded. 

Thjo Whole campaign aDout declining productivity is based on 
erroneous R^^ires issued by the Bureau of Labor Statistics. I have 
exposed* tlie error in its method and results in- a series of artjcles, 

• inclujling o'ne thiit has been reprinted in the Congressional Record. 
Suffice it to say jiere that the BLS itself cohcede's ongoing bia increases 
in manufacturing' and most* otheiv \)ft8ic industries for which physical 

-measures of productivily are pfabtical. , . 

The propaganda about "declining productivity is used to justify 
opposition to attempts by labor. to keep up with spiraling living costs 
and to stop the deterioration in public services. 

So\l^, 1^ me repeat the central thenve of this discussion, 
owever one' analyzes the components that lead to the economic 
gulf which sppviites most blacks from whites, the decisive commqn 
ingredient is racial discrimination, gross ttnd.pfirvaaiYCLu.Therp is a 
mounting counterattack against the civil rights laws, unenforced, as 
they are, raising the fals^ cry •of reverse discrimination. 

The (lecline in real incom<i8 and worsening unomj[>loymelit situation 
among minorities ' tend to drag down the situation of all working 
people, including whites. The real spendable earnings of employed 
workers in-the private economy have declined, by official figures, 9 
percent in the last 7 years; a decline unmatched in this century, even 
during the Qre^t- Depression of the 1930'8. • ' 

Using census data I estimate that in 1977 the black population lost 
$70 bill on in incpme due to economic differentials against them. I 
think the main reason that the estimate is so much higher than the 
others is that I am covering ^le jeutire comparative income of blacks 
and whites, not just the direct worker-by-worker wage oompansoil. 

Another $H5 billion was lost by other minorities, making a total loss, 
of $106 billion. That^i^^ 80-percent more than the corresponding esti- 
mate I made ejjrlier for 1972. • . ' 

Assuming the same rate of increase continued, the loss for 1979 
comes to billion; and further large losses result from the pulling 
down of white workers' incomes due to the exbtence of racial differ- 
entials. - , 

This, and not declining productivity of labor, is a major cause ot 
the slack economy and the projection of slo^r growth still to come. 

l6' 
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JBut, of rourso, ono ot {\w inotivos for tho wago difToroutials which 
'uocount for nuicli o^ \\\f h)Ss ofjiicoinos hy hhicks is (ho/vxlni profit^, 
wliick timplayt^rii ^iii by oiii]|jluvi^(g mi?ioritiL\^ at yulKslivatlard wagos. 

In short, no small part of tlio 3L12;?^)111i()n is roalizod, as additional 
profit. Tho^ranid' \ipward trond m (•(>i^)()rato j)r()(its and in (Mvpital 
invostimuit inm'i'ntos 'that, tho suppos(Ml ikmmI for inoro projits is not 
tho solution. ' ^^ 

A nioro'^folovant rtMpiironu^nt is iii'MOaso in roal mass pinchasing 
powor. And nothing): will arromidi^lrthi^ inoro d(MMsivoly than a ranid 
roduotion of tho ^ross difforonti^ls in purchasing powiM* aiUirting^f? 
miUiiA) hiack and othor minority pooplos. ^ 

It \f clear that nO|j:ativc proscriptioi^s'anainst <lisci iniiiuUion cndnxliod • 
in oxistinji: legislation have provtMi uisuflicicMit. Positlvci i)rof(v'oncos ^ 
ijll>oniployinont**and nromotion of blacks -includinjA, wIkmo norcssary, 
miotas arc ossontial to corrij^U a (•onti^rios old imttorn yf (Ifsyriinluu- 
tion, and will bo^n>fitj*not be at the expense of, the white i)Apnlntion 
as well. , , . * ^ * 

Two daj^s ago this* committee was told Mr, Y^^lcker tllat the 
avei'nge American indst absorb a lower stai\lard of liviiif^- thVough 
lowei* r.cal wagCH.and inoie Mnemi)loyment. This |>olicy hits hlacl^s 
in three wa.Vs: Xliey ari> most aiHirtetrby inflation, tjiey are least al^le 
t*> compensate with higher wages, and they'are lirat to bo fired. , 

The Volcker jjollcy for. tlealing Vith inflation, dealing, with the 
negative balamU^ of payinent, is nofxmly in erraAt disregard of the 
human rights of the American peopl*^? It is, on one viewpoint , economic 
alchemy, uot.science. It is Uk(\ the ihoditn^al practice of trejitiiig disea;^e, 
by i>leoding the natient. It seeks U)'^\n*e supi)osedly HUukMpuite pro- 
ductivity by slrtfelung prmhiction.^lt sacrifices S;U)0 billion M)f nationaU 
income lU a^piobably futile attempt to right a $:U) billion deficit in 
the balance of payments' 

lint from another vio'wnoini, jt is ii class solution, which \>ill do 
nothing to ii^terfere wirti the fr(>edoni of big caj)ital to. profiteer from 
the Nation's pioblenK^y^nc'h'slas tln^ nverji^e American's stajHiard 
of livin^g so tlu^t tluriTpeV'ceiyt at yhe {op ,caU get richer. than (^ver; i^o 
that the priorit}^ of g\nis over biiltm- can be Carried still further toward ; 
. the brii>k of nuclear cataKtroph>. / . ♦ . 

Such austei'ity programs hav*^ fj^ilCf^l. u^ doutitry after covinti'y, an^l 
they will fail here also. 'I . * 

Inflation can only be stopped, in my opinion, by. the dire^a free/.ing 
of pi'ices, among otiier things, And the balance of 'naymtwt^ c-oiitrol^^d 
only by direct control over capital flows aiurother deJiiftbilizing a(^- . 
tivities; just as racist economic discriinimation can be eiuled oiily l>y ^ 
direct affirnuitive action. -lie ^, * 

Thank you very naiu^h foi' yoin* attlfftion. 
' Ilepresentative MirtuiELL. Thank you for.a very, very coinprehiui- 
Mvo and significant piece of testimony. 

ITlie prepared statement of .Mr. Peilo follows:) ^ 

# PUKPAHKI) iSTATKMKNT OF ViCTOU Ff.H^O 

' Widening Hcorwrnic Differentials hy Hare Fads arid Causes 

Tho'erofiomio ^nps hotwrcn ^vhit^l and hiark people have siKiiiaodiitly wi<len(Mi 
tluriuK (he 1970h, am the overall erohoinh; situation of Macks h»»JL 
sllurplf. \V!\llo lesrf chuir-cnt, tlion^ l\ave also, apnarontly, been ri^lhtivc Ioshos on 
tJio part, of tho principal Spmiish-orlKin Kg)ups. The ovontll <lctori(ncatjon la tfu> 
black economic situjition has taK^en place, dcRpito gaiuH by,a r<^)<itively small scctit>n 
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of tho black population, no%>ly In mnna^^orlal, profowlonal and toohnloal 

employment. . • , * * ; . n-- n u. 

Blnco liUckn, ovorwhelmingly. aro wago am! Halary workc^iti, tho (iotorijTrailon in 
ihfik^oonomk jdt^aUon ti) tJVibstuntW Iohaoh In r«al wagoH and 

•haro of pfothiotlon on the part of U.S. labor an a whole (hiring ffila aocaai^.'Tno^ 
BpeoJal lowoe of blaoka and the relatotl loiwes of workorw aa a whole cojitrlb«ie to - 
weakneiwea and djinjere In the U.S. economy. < ' , . n u 

The common offlclaiand media treatment of black lo?wo«'tond8 to <ujcrlbe «uch 
loflBWi to ca\i80<r which boll down to Ihe form\da of "blaming the victim, An^ynlH 
refute* thesia siippos^d cauBcs and relates them to the entire |»attern pf Roclal una 
economic dlBcrlmlnatlon^.on accovmt of race. ^ ^ ,1 i 

Affirmative Wfiction\progi:^mB,,4ncludlnR definite preferences, enpeciaUy I" «ni- 
ployment but also In Acceas to and de<K>grogation of houslug, education, and relatca 
social servlcea, are emipntlal to correct thl^ situation and Wb\\U\ be of considerable 
Heneflt ^o the entire National economy. * 

niC^RRIORATION IN BLACK rXWlLY XNCOMk' 

% ^ * ■ "* • • - 

Betwebn l^*5 *nd 1^605 the ratio of Uack to white median family^ Income, 
fluctviatod ln\ the Vange af 50-85 porcenj,. mro wm thbn a period of Improvonnvnt, 
following the Civil RlgKta loriahitlon of 1964*5 and % mass ktnigglo* of the 
period. The rfttlo of black to white median fatnlly lnopmo1(oakod at 01.3 percent In . 
mo: Since then It has declined. The .sharpest drop, lii 1977"--tho latott year 
for which we have recortls — oVried the ratio down to 57.1 pdroent. lU, • <^ , 

Tho sitviatlon it more serious when jvo examine tho regional »icturo. It tviriw out 
thftt the relative gahw of blacks during Che 1900b were concentrated In tho«o\ith. 
But tiiM-jng tlie 197W, there were sharp declines In the relative situation of blackfi 
in the rest of the country, wjille there were no fufthor^ains In the South. , 

While there was a tendency toward equalliatlon In discrimination l)y iniprovc- 
Tnenta In the' South during the lOflOs, the tcndencj^ to oquftiliation contintwd in 
' the 19708 through a worsening of the situation In the rest of the country/ 

By 1977. the relattVe situation of blacks in tiie Nortii and the .West was subr . 
■ " atantlilly wofpe thAt it was In 1959, prior to the Civil Right* struggles and legisla- 
tion. oTthe 1960fl. In the JNortheast, the,rrttb of l)lack to white median family In- 
come declined from 09 percent In 1959 anil 71 percent In 1970 to 69 percent n 
1977, i\ Ibss of 12 percentage points during the docadc and 10 percentage pointn m. 

*^?u'tho^N^orth Central states, the ratio of blogj^to white median family Ihcome . 
'declined from 74 percent in 1-959 and 73 percentJPD970 to 02 percent in 1977, loflses 
of 12 percentiand.il percent rospectKelWromafi two earlrer t^^^ 

In tho West, whore there were B}j8LWflonB»li?^ 
. IBOfl, tmrratio OTTal^- whlC^^ 

' cent to 7.7 peJcent between 1969 and 1970, M^ed to 68 percej;it in 1977, a Iom of , 
19 peroentage,polnt« in only seven years andP^et los* of 9 percentage points oVer 

the entire period. >' . . . .. , i i 

In the South, the ratio of black to white median family Income, after rising from 
46 percent in 1969 to 67 percent in 1970, remained at 57 percent In 1977. UJ 
• iTiuB, by 1977 the ratio of bla«k to white median family Income was-only fro^ I • 
to 6 j»ercentagoNpolnt8 bettot' In thjf rpst of the country th^n In the South. ^Heo 

*^*]Surfng tho 1960b, hlaok' families sjiared in the general gains in real family In- 
c»mo. However, during the I970fi, while .white gains In real family Incwno slowed 
markedly, blhok real family lnct>jpes declined—and. in sqiye parts of the country, 
draWlcaUy. We measure tho change from 1969 to 1977 because 1969 was a cojjn- 
parable year in the •conomlc c>M5le while 1970 was tt recoBslbn voar. „„„ . 

. Bet+reeii 1969 and 1977; the mefUan.roal income of black 'am^'es nationally 
declined 4.6 percent In contrast to aigaln In median real Income of white lamiiios 

In* 5w South, the median rOnl income of black hmWioa Increased 10.7 percent. 
• ft bit more than the 8.6 uereont gain of Whlto famlljes. But olsewhere, 

Incomes of black- famllfoB decUned dr»8tlc.dly : 16.0 percent n the NorthoMt, 
16.7 percent In the'' North Central region; and 18.7 percent In tha Wo^. (Hefi 
Chart II.) Significantly, half of the i>lack loss in the West was concentrated In the 
one year, 1077, the year of the Bakke decision in California which was taken by 
m»ny as a areen light fcjir discriminatory practices. , ^ - . 

DurinK the same interval, gains of median white family income were !^0 pen on! 
in the Ntfrtheast; 2.3 p^ent in the North Central states; and 0.8 percent in tn« 
West. (31 I 

18 
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In appraising tho rolfttivo position of blRcit and wWto Inm IIwj, a '^rio».ot tM\^n 
mekiM tho r^alBituation womo than indicated hy tlio BtatifltloB cited. lAJ ihUB, 
with ft reported ratio of blnck to wWt« median fitmilv iu«omo« of 67 poroont in 
_ 1W7, thojoifcotivo re?d per capita inc6mo ratio, 1 QBtlnmto, was lit tho urea oi 

""§omBpond"ng to tho worsening of tho black family income BitUatJon, thero was 
no fcBBing of tho imrden poverty on the lilack populaMon. Dolwoon 1009 and 
1977, the numlwv of l)lack people falling iwlow tho t'«>vwty line increaBcd froin. 
7.1 to 7.7 million, in contrast to a small dcclinA in tho numbgr of whites In th^t 
category. Moreover, there wan a sharp rise , in . the poverty *orconta({0 among 
blaokAfivlSin contrtil cltiOB, from 2V3 percent' in 1060^ to" 31.2 percent in 
1977.141V IfiTT, more than 10 milUon blacks, or 4I»0 pArOont of the black population, 
wore b«k?ri2d percent of tho poverty level, a more renlisiic «tiitiHtlc of poverty 
and depiV^t^on- f^l > • ' . . ^ > ^ 

** \V<(KBKNIN(r UhlKMPLOYMKNT BITUAl'ION ^ 

^ i Ih 1969. the unemuloyment rat*v among "black and otftor" workers \xa8 
' percent, lii 1978, a sirnlla? year in tho business cycle, it had jumped to 11.9 percont 
m> 5 percentage point*. Meaftwhilo the 'Umnnployment ratp among whites In- 
creMccI more modt^tly, frqm a\ porcenl toli.2 percent. The unemployment rate 

■ among Riaok workers tAono^achod 12.Q percent in* 1978, or 2.4 times tho rate for 

In thiLterly post- World War U years, t"ho l)lack unemployment rate wiw au- 
pnoximafcly 1.7 times tho white unemployment rate, Theroiiftor, through tho 
j9Q0fl, it woB close to iloyblo the whiU> urtomployment rate. Tho juinp to noarlj 
twft an<J u half times the =whito unemploymonJb rate indicates a worsinlJig differ- 

""jil^iiK »iTpTiJl W!?t"rrible and wp«onin« unemployment situation 
apiong black youth. Wall Street Journal headline reaSa : "Through Oooci Times 
Min<\ Bad. Joblessness ^mong Young filaoks Koops Right on Ilising. [71 
. The percentage of iluemproymont anlong i)l«ck tpenagers in 1978 was .«.7 por- 
• ccntVXhtly lew than the^k reached in 1977 l/ut nearly three times the cor- 
fcspondrng mte for whito teenagers, ^aok unemployment remained Bhocndngiy^ 
high weHihito tho prime working y<Siira: 21.7 peccent among tboso aged 20-24 and 
10 7 percent among those in theT2h-34 ago grouu The blacK youth unemployment 
rate nas worsened ospeoially during tho 1970s. [81 . , .u 

Official unemployment figures for »>lack8, m;cor<ling to ostimates of the National 
UrbS L^'agno others, a^o about half tho realistic unemployment r^S' when 
accounlWIon of "(Lourage(^ workers," those involuntarriy on P«rt ttme and 
. . . those not counted in the .lall.OI-tOlSfi .tQr a yarioty of re.ahoii^ but actually un- 

''■'"^tni^i'nii evidence' of tho disproportionate omission of blacks frbm labpr force 

stati tfcri, prS^ by offlXl Uor force P^'-ti«»P«,a."^tnm^^^^^^ 
males tho labor force part o pation rate declined only Blightly, from 80.7 percent 
r& to 79 1 percent in 1978. But among black males, the decline was sharp 
from 78 5 W)Yoont in 1967 to 73.3 percent in 1978. Afliong black males alone, tho 
• fc force'TSciD^^^^^^^ was'^/l.S percent in 1978. Toi (Comparable figures 

not avaUrtble for 1967,) . ' ki,«v m»i>a wm 

The declining reported labor force partioinfttionratp among black malet was 
X continuation of Ttrond in effect before 1976. Considering that among black 
maS^e^ a?e a emafier Dr^portion In college, a smaWr PI-^PO"*""" ^^o 
Stirement aye, and a smafler proportion who can afford to Uve on their ino 
wlthoflt wosklng. one should ebcpeot that the iSlrdport^n of black male* in im 
wltdoav ''SJ^igf^ §° higher than that of white males. This, indeed, wan the case 



Ikbcn- force' — ^ ti " 

' ''''fie%^HM**ii!re»orted labor force partWpatlpn onasks a real increase in unem- 
ploy!^eS The Naffinal Urban ,Lea£ie ertSSat** the^ total ""•^Pte*"* 
kmons blacks including "hidden'^ unemployment, at 23.1 percent In 1*78, inolud- 
K^JS of '67 peVSSt among black Wth. nO] Tho iff Urb'm L^^^ 
Sfcuiatbns refer to blacks andTrother.i^' Tho rguree for blacks alone '^ould bo 

CAU8KP or y/mvtfimh/fK inopmr oirrmtWriALe 

This section Usta ■peclflo factors resulting In the wide Income dlflferenijals^ 
beSfL whltS iSdbiSck famrtSes. as 4'»tlncVfrom the generic 
dtoorlirtlnatlon, which', is common to aU of them. The factors are discussed m 
approximate awnding order of lmp6rtftnoe. 

I . • ■ 

,. ' . • ' ■ IS 
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1. Greater low of inooino by bjaoks through unoniployrf^t^nt, Thftt*thl8 l« a «lg» 
nlAcant factor is ^Vidoiit from the prior (li80\iMioii, ^ . 

2. Ijemer aoceM of blacks to Inoome otbor than fro^n worklng^-i.e., 'property 
incomo and tiratisfer payments. In l-O??; a whito fan\lly» on the average*, reoelvod^ 

-eiicht-itmee-mor^ properij* incomer ntttl mnr<rrateb*;tn^'rr 4ti tratwfer payitien<# 
than, the average received \\y a black family. Kroni these two sources contblncd, 
the white families rooeivotl^ on the average, $2,91*0, or J|alf again moro than black 
families who r^ceived^ on' the average. |l,t)9tt. (11] ^fno rnd (UlTerential in this 
respect is wld«r than liidlcated because Ichk than half of the main formH of property 
income are ooveretl by _lhe Census Buix)a\i reports, and soiite types are omitted 
by definition, (12])- . ^ * - . ' ' 

,3. I^esser aeee^ of blacks to better, higher paying jobs. The cmployincai* 
pattern of blacks has lipprovcd somewhat, but reinaiiii? sliarply skewed downward 
fts compared with whites. Tlius, in 1978, amvng employed whites, 11.4 noroent 
*were in aJt^nlnislrative and managerial |H>s1ti()ns, at one end 'of the seaV, an<l 
aViother'11.4 percent in service occupations, other than privati^ housMn>ld, at the 
other (ftid of the scale. But among^^'hlack and other" workers, <)nl^4.H percent 
were iii managerial and administrative^ positions and 20^5 percent, •DTW^han four 
times as mnnyjuKrtliP lower enil service occupations, other than pri^Rt*- house- 

hoid.ri3) .7^ A • . 

UnfortunateJy the Labor l)«ij)artn\enV statiaties d'o not give the occupational 
figures for blacks alone. This Is extremely iit^portant, an. a very hi^h pro^)Or^ion 
of Asian Amcricaiis are employed ii\ professional, ntaiiagerial and other jobs at 
the upoer ^nd of the rostrum, so that the catchall eategorjy of 'MMacks and other" 
Hides tne very low Verrentages of blacks in these o^MUipations. 

Thus, whilirthe\Bureau of Labor Wtatistics reports that 9,7 percent t >>f all 
physicians in lft7S vcere "black and other," a National Urban Leagu^^ ahaly^s 
shows that, even if all blacks currently in medical school finish, the tve|)ortion of 
blacks among doctors vould not exceed 3 percent by 1982. [14) 

4. Lower pay for the same or sunilav work. Anicinj^ employed male workers in 
1077, blacks averaued 35 percent hiwer earnings than whites. However, anlOl^J^ 
those eniployed Tull-\i{ne, year-round, blacks*avoraged 31 percent less than the 
similar group of \^ite males. The 4 nereci\ta<?e point difTereitce between these tjvo 
li^(Ures indicates the greater impact of periods of unemployment and/or ipart-time 
work on blacks wfio have at one time had a job, < • 

Obviously part of the remainiim 31 piTcent dlflperential is due to blacks liaVing 
less f-aVorablo job opportunities. To check t.l>o residual differential, due to lower 
pay- for the same or similar work, we compare average (Muaings of full-tiirte 
workers in the same oceupatioi\ uroup. • ' ^ 

. Amonp professional and technical workers, blacks averaged 23 porccvt leas 
than whites; among managers, 28 perc^^nt less; VU»rical workers, 21 percent le^s; 
craftsmen, 21 percent less; operatives, other than in transport, 7 percent less; 
amcSng transport operatives, 22 percent le&s; laborers, 21 pei'eent less; and service 
workers, 25 percent Ifiss. 115] (B] (wSce Chiu^t lU,) 

Thus, witli one 'exception, bhiek Mnalea earned between 20 percent and 30 ^ 
percent less than whi^e males in the same occunation group. C'ohipariiig this with 
the 31 percent difTerential for all full-time male workers,. it indicates that al^out 
two-thirdij of the overall difTerenee is duo^o lower pay to'blacks for the same or 
similar work. * 

Of course, therenroidifTeroncfain occupational skill within each group. However, 
while within some oj these groups blacks may r>e concentrated in low(M ^)aying jobs, 
it does Jjot ffttto^^that these^are less productive jobs or joj^s reqitiring lesif skill. A,, 
check against Census figuivs for 19G9 shows a similar range of difrerential3fl)etween 
black and white male earnings, by occupation group; and for individual occupa- 
tions within the groups. (10] / ' 

The difTercntials in earnings between w^iite and black won^en workers had l>cen 
substantially reduced by 1077, amounting overall to only 5 pfrrcent for full-U>ne 
year-round workers. Within occupation groups; earnings of black women woykere 
were clbse to those of, wliit« woni€^. With the wM(lest differential being 7 percent 
among operatives. However, this appears to reflect the fact that women's wages in ■ 
general have been' pushed Ito low that they can't be'forced UJUch lower for olack 
wonien. And black wonten are hire(l relativcYj' more readily than black men be- * 
cause 8(> iiiauy black women desperately need^jobs, even at the outrageously low 



wages offere(i 

The ffap between wages of men imd women full-ti^ne workers, by 1977 had 
widenenrto^4 percent, up from 41r'pereeut in i970, and there were similarly wide 
diTerentlals in almost all occupation gl-oups. (17) 
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KA1,»K Ht;AR()N8 roil IIKAi;K/witlTK''llN!TY y * 

• . Thh hn»io HrguinV.it uho.1 io justify <r•■""'\^'''"■"^^'''^V"h"'« skTlH^ 

H Xh^^h V^^^ fault: of ,1,0 l,l,u.k« » luMUHdvoH. Ko Hip.in.'.u., «<'»"«:'''\V" r''..f "Jf h ; 
IVi.Hi<U«iit foiO07«, whirl. cxpicsHCH poHrtluiisu, ovoi poHsil.llity of siKuiHuu.t l> 

lowing an iittc. vlcw l.v the jouii.aiiHt, Jony M.nt i (.fmiloH L. » •» l*^' ■ .'.f^" . 
n.unof th,. Council ofJ';,„uon.ic A.lvi^oiH. In oxplallnnn "low pro.liiot.v.ty,^ .M.. 
Flitit.iiu'lu(h'H,«i»iongotlicrminons: ' * .1.,, /ikw-iiMit tlichwH 

"Mqnal-opportuuitv rulcH that uu'au tho hinng of tin- Iohh ''"S.' ' 'T, 
,.vh,r«to<l an'.( tho. less skilk.l to pvouioto oquulity " ^^^^ 

„s u gnuV>li/.o<l attack ou tht- wo.'k ability of yuunR pooplc, '^''iJl!''' ,rV, .- 
ar<l .u.fci.lal.oi- complmnts yf "a .io. linc u> the work othic and f< atl.ei 

'''t^i"'[. l'in; p\-..vicl..s no ovi.lon.; to i.n.k ..1, his asHortio.. ^^^^^^^V^^ 

dm tivo than whiU'*.. wouK<u than .von, ...u Hk- J'''vl"''*'" V t ol, 

whfliniMK (.vi.loMco l\mt l.la.sks havo to (innonnlr^suporft).- quaUftcatious to oh-> 

mini nun. r,.Hponsil,l,..fo,- hi^^h yout4. u.u^u>ploy«UMU, .<xi/,-fmUy a^^^^^^^^^^^^ 

;.R v!.uth^-rhiH is assn' iat 0,1 with ^tt>n,,t^ «-P*'^-'''i>'\^ 'l"^^^^^^ 
■for vomiK woikorH.f,on. luiniiuuu. wagc protcct.oii, au.l l^^•^up^o^olH to ,»<rsua.lo 
imi.iin to lUTCDt low(u-than-no'riual wam's for starting woikPrs. " , , 

'iT.s i iV mi lie 1 f.onlv blacks would accept extra loW wagoa^cve.i wider 
,im> cTiUaW th at n-oM uuo.uploymont, problo.na wo,l\d bo «o Wed or. 

aso i Tiris ,u Ku n*>nt is , aci«t in its very rsscucc, because it .iflsumcs that blacks 
\ ZvyX^^^ whites. And it is ,l«u.«fcs|,rable that .nu.in.um w^gCH 

a -,^. .. -w. i res^oHBible for the won^cy.ing relative iueonie and "'H,uu>loyiucnt, 
^t\.*i m of blacks. The w«r«eninK vuunnployn.ent f'^'^'^^^^^l^'^'^^^^^^^^ 
and of l.Uck y.iuth in partic^dar, has l.eeu a pheuoluoivon of ^he^^'J " • "j^^'j^^^^^ 
" • o<l speedrug iu the 19708, while t,»)e worseumg uicome "ituation J as j o - 
ainelrul the ifco.. Heuee, if the ar'gnn.ent were V'^l'* . ^ ^j"?^^^^^^^^^^^ ^ 

level of nunimuhi w.tges, relative to wages m general has beoh iru.ieasuig, ts 

"^^Sl-^olSoi;^, is^llf .Se. lu Uml the .uiniunuu wa« ^V^^^^^^^^ 

. average factory wage, and iu lOOK it. was stdl .14 percent. m.t by U 74 ■ « '"'"^^^^^^ 
■ wage was down to 4(lperfient of tho average factory wage, am by January 197H 

• ami January 1979, to 44 percent au.l 4.'". percent re.«j'cetively. 120] . f 

Hence if t he niiniurum witgo were a true bam^r, the eiuployniei t stti^tiou 01 
M.h -k sb« d.i Lvye in.proved^iuviug the 1970», when * "VrchU.ve 
minimum -wage declined. Brtt the opposite oc-c.n red. HegiuniPg in l ew grw b 
1 k "^^^^^^^^ covered by mininuuu wage laws, an.l [J^^.''-. .^f^ Wore 
„p u,ore rapidly than those of workers l^' " ■ ^ ! Xv iro^^^^^^^ 

'overwhehtuhgly il. retail tiade.and services, exactly the industry groups wnere 
employment has increase/l uiont ranidlyjunce lyotj. troHAftnfl fl^^vices 

. ftetwoeu 19«0 H.id 1978, wage au(\ salary employment '» '•*\t'^,'J/|^fi^^^^"; ^^'^f' 
i.,..r*.,iKi.il '•,7 4 m-iceiit as comparec w tli only 17.8 ver^eiit in all ,ot*er pnvaie 
n iK i Mdt^mi i S Thus, if in faet the»n,inlmiu« wage- were a prime 

nhilXr o! emph.^nont, there ilK,uki liavo been a 17,^'^^^^^ f 
a decline in «(mployiiioiit in these lower-wage mdustriea, ratlfcr thaii an especfariy 

^"nSan' outstandingly hiaeciirate. amt, one may; say vulgar^^^ 
arittmierit. It is featured in a widely advertised article 11 tho Octobor 19/9 f s 
iC written by eeonou.ies processor Walter K. Wini;"n«. ^r8«e , hi o^^^ 
that minimum wage laws cause l>lack uneniployinent beeaviae they "'«Vke 11 m 
nossi iT to h re iX^ youth for what they are really worthr-ostonsibly. fa r less 

Cn'what whHe yontl/are worth, l^ie openhv? •«t'"^"tmatk owtr' sl^ i^^^^ his 
"A black teen-ager applied for a job at a carwiish . . . the black ownoi shook n s 
hi^d. 'I'd like to help,' he said, 'luit. I ean't afford you 1«<1h anymore. 

• Natbmr re*staur,«it^sH^ suryc^yed 2,000 member rtnci fo «nd 
t hAt fw ft result of tjfo new wage, 78 poreont reduced worker hours, 03 pereent 
ife off^orS, and mo^ porcc^ltt resorttnl to the vise of meehanleamovlces 



AH A oiibAtituto of labor. What thest Rtp^tintics <lt) not nhow aro tho numbora of 
tninority young fw^oplcr who hoped to get jobH at thona n»«ta\irant^J i\h hiiRhoy, 
waitroaa, (iiBhwanh^r^tl^at woidd Havo startttd X\\m\ on thoir way/' (22] 

Of coiinso, tho^ BolfH!orving aiiAwor of inentborH of tho Roataurant Aiworiutioii. 
Who oppoabd Iho mlniQUim wage incroajio, havo Uo rollahmty whalnooVor, t mm 
not charaotorino tn« charactorixatlon of a (ioad-on(l hiwhoy job ah *tho ro\itn to 
\ip.ward mobilityt 

Slmihmy, Alfred L. JVlalabro Jr. prowontfl ^talc8 hvjihw Wail AtroM Jmunal of 
•reatauranl ownors and nmnagers who hay thoy no lonAr hiro toeuagr^fH boraiwo 
of higlW minimum wagesMn. thi^ aforomontionod fttory^of tho atoaiiy riso-in black 
youth unomploy^ont. (23j . * 

. tB\it,tho facts rofiite ,thofle tales. It i« true that thora wa« an \in\isual)y fiharp^ 
incroaAO in tho minimum wage in 1978, from $2.39^t(n(2.05, tho flrflt iucroa«o iu 
two yqara. Tho inoroaeo to $2.90 dl^i not go into ofToct imtll JLuwiary 1079. H\it 
how did tho reataurant owners react, in r<>ality* to this? ' 

They .increanod ertiployix^ent iu 197J5 by a record 400.000, or 10.5 percent, and 
increased total man^rvoutti of eniplovjneivt niore than 9 porConC, The rate of in- 
crease in employment slowtjd^Uown In 10/9 as the growth of the econoivy slowed 
and" groiuul 'to a halt, but remaiiled substantial-- 0.8 percent in JaiA^ary and in 
June, in comparison with the yoar-enrlier ;nAnths. (24) v 

Moreover, the available evidence that the pro|^rtion of teenager^ Increased. 
Between 1977 and 1^78, total employment of food seryice workers iju'reasod 4.0 
percent, while ^mpToymeAt of teenage food service workers irfiTeased 0.2 percent. 
r26f ^ . • • . - .. , 

However, there has been a decline in the proportion t^f service jobs in genei^l, 
a^U food service iol)8 in particidar, occupied \^y blacks l)etweon 1970 and 1978. 
[26] Bearing ih mind that the blt^ck popidatioh has Iwten increasing more rajtidly 
than the wnHe, and especially the population of bfk61c youth, and that th^is a 
field where acimittedly blacks have bedn trattttlonally considered to be qualined^ 
this shows a remarkable^ imirea^eJn discrimination' against blacks. , 
• This justification of black imemplovmeitt, and attack on their already low wages, 
is connected wijbh tlH overall otTieial claim of stagnant productivity and, ^iuriitg 
1979. of declining productivity in the lJ.S,.i9eonomy, h 

while advanced from the highest official sources,' and repeated in air the mecjia, 
the relevant statistics, provided !)y the B\ireau of Labor Statlijtics, /ire wildly 
inaccurate and totally misleading. When measuring productivity for individual 
innu8ti*ie8, the BLS correctly relates the physical vol\nne of production to man- 
hours of labor. But. however, in attemptina to measiire productivity for the (^nt Ire 
private economy, tno BLS relates the "rettt*^ GNP to man-hO!Jrs. 

This method, in,eflfect, results in a meas\ire of producjtion that is heavily influ- 
enced by the amount of wages and salaries that are paid, an<i hence a measure 
of productivity heavily influenced by the c^iirse of real wages and salaries. But, 
according to the flgiires of the BL8 itself, the trend of real wages and salaries has 
beert stagn^t or (U)wnward since i<i72, an(l rapidly downward in 1979. An oKjec- 
tive itieasute of pi^oduetivity in manufact\iring, relating the Federal Reserve 
Board index of ihe physical vohiiup of hianufact\iring production to tho number 
of man-hourfi of production workers, shows a steady growth' of 3.3 percent per 
year, contin\iing through the first half t)f 1979. [27] 

Similar calculations show substantial increases in'|)roductivity in 1978 in mining. 
railroAds, trucking, air transport, telephone communications and specified financial 
ittdustries.. • 

The BL8 itself. In a' recent rerease, showed similar increases 1n 1,978 in all 
industries other than retail food stores and restaurants,' MChero productivity de- 
dined, supposedly. 4 percent. 127] However, thorn was no realistic Attempt to 
measure produetivlty (manges In these industries. Since trade, finance and services 
aoooimt for more than half of all private employment, flctitloim productivity 
declinef calculate<l for these indiistries are used to preiiftnt a picture of overall - 
declining productivity. \ 

Both Fortime and Chase Kconomotcics express skepticlsni^ concerning the 
alleged decline In productivity. Fortime notes that ''profits have been surprisingly 
immimo to the weakness in prmhictivity sofaV in 1979,'* and attributes this to the 
ac)^nowle<lged increase in produetivtty in manufacturing, ''where corporations 
predominate, whtle the (leclines have been in services, (Jominatod by small firms 
where prodiictivity calculations are based on a necessarily imperfect sanf^)Jo.** 128) 

Certainly education is a factor, but to obtain an odiieation, no matter at vhat 
cost, for *a black, is no guarantee of cvriuality* In 1977. black elementary suhopi 
graduates had family incomes 27 percent below those of families of white elemen- 
tary school gradiiatesi for families of high efohool graduates, the diflTerential was 
34 percent; Wid for college graduates, 26 percent. (331 
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. Clolirly, moronoworful, factors iirfl ftt work. ii.„ i^i.,„ti„,. ..cr^vindt 

• It t« ./fket th^t soiXo unions .ontrlhuto toward for X n^ 

»)l.iokH. But on trt« whol... tiio imionn have bcon ) ' / 

aire, anlv linlf «v« Huvcrc lis In V>»-""^'*" "^'U'''- l^*' . . ■> ■ " 

^T^he fAot r^Z\m that ovorVhcliuinRly, cWislonrf on h hlnK and P"'" * ' , 
.nm<irhUCi«l>l<)Y«!r«. HogardlflflS of tho v^ariatlou in dotall, on halan. o t oy o v - 
Sv.d« Inato against l)la(«k^ oapoolally, hiuI a^alnM. oth<;r ndnoiltlOH. S n i - 
"ily and rZ roaT (>8tMo an,? inmn a^^co conu>anlo« '"'J^ '''"^'^7 " S 
I^sp';;nE^or Iho olro\.vi8tanooH ttyvt l.lackH aro «r<>w<le.nnto antral . Itips an^I 
have llmUod aortas to th^ phiccR whoro joh« arc in< <-;;'w'»p y ' ""J houslnK 
School hoardR and . a.lmlnlSlratorR aro ronponsiblo '^Kf \y Sf. J? 
•80grt«aH»n^ln Hchool syRtcniR, and for ti;ack UK proKraniH that niftko it .ilHicull 
for I)hu-k8 to obtain kiottov jobH or, often, n»;fy jol> at all. 




intftot luui is tho baslo cau80 that inust'ho confrontoci, 

^ KCONOMU; (?0NBRQUK»ICK» or WIOKNING niFFRnENTIAL-^ ^ 

ftc? There t» '™n no L'h .Imllno in fti, conlury, «vi.n .Inring U.« gro„l\l.- 

• ffied lo that tor tko low of Incomo .Im lA, .llflorontia » »«»'»"» J'™"' ZST'Z 
poop U bringing tho total to $|66 billion * """"i;"";"";, f/^ii?^^^^^^ 

i^x/sis»rviry£/hilr;r^^^^ 

, Wfo»^reS1rl'r ^^^pTaiit^,.^ 

salaries by the oxlstonco of tho wide [^^^'iaV^*^ in«"rSl'l difforontlals and not tbo 

TlftrtlncUrtTna trend In real wages, the widening racial dltleroniiais, anu noi 
falIeW?«ge^ aeX^^ in procfuctH^lty, are the prime «»^»«;;ly 
Lek^eAW.bfthoalo« 

40-46 million black and other minority peoples in the United Statipe. 

THK NBBD FOR AFFIRMATIVB ACTION 

%o«°r:irL^l yolrl «2,V-e ha. boon a .nonntlng oi.n,p.ign..gata.t alArm.- 

''"ihro^rs-^ijiir^wsri^^ 

[)anv own- 
of those 
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who oppoflo affirmative aotlou, each of those exIatliiK proforonoos Ih *'rovor8o (llncrlm- 
inatfioii Against nil dthera. 

' Preferencofl for fiinpk)ymont an<i promotion of hhioks iKViy noo(Jo(J to oorroct i\ 
_g©norrttion»K)ld pattern (if djHn imln^^ to rkht ii RroBainiutitieo - -aat to .create 
iinewTujuaUce. • , ^ • ^ 

In this ronneotlon, the Internution(\l CoftV4ttxti()n^>n the iSiiminatiojti of nil Form» 
of Racial Discrimination, which hna been Bignedr:jin(l ratifieci by most of the le^^iinK 
cou|tric8 and has !)een put into effect by the United Nations, is (llstHnctly rele- 
vani. It saya^pionR othdr thlngfi : 

'*tate8 parflew shall, when the cirtiunistanccH bo warrant, take, in thcwocial, 
economic, cultupu and other HoUIh, special and concrete me^wurcs to ensure t!ie 
adaauate dcwelopmont and protection of certain racial uroups or individuals bi>- 
longiuK tjj^em, for the purpose of jcuiranteeing them the' full and equal enjoy- 
ment of luman rights' and fundamental freedoms . . . . , 

''Speofcl m^a8ures taken for the m\<*t nurpos<» of securing adequate advancement 
of certain racial or ethnic groU|>8 or in^Jividuals requlrt^Kuch protoA^tion afl may 
be necessary \h order to ensure such groups of indivldwla equal enjoyment or 
oiercise of human rights and fundamental freedoms shall not be d^femed racial 
discrimmation. provided, however, that ftuch measures do not, jis a consequence, 
lead to tho maintenance of separate rights for difflerent racial groups and that they 
shall not be continued after tho objectives /or which they wore talcen have hec^n 
acRievgd." (35) ^, . ' ^ , 

' KKY TO REFBRBN0K8 

U.S. Department of Commerce, Current Poi)ulatioir Reports, referred to by 
Series- number rather than full Jtitle; Census of Population referenecs are ta Table 
.numbers in the U.S. Summary, 1970 Census -of Populatiou-' • 
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, N0TB8 

A Black tamillofl aro gouorally larger than white. Siuniftoantly more whito 
faiJily KcLeTTtypoal or jpa?tly Uncountod 

Blacks generally pay nioro for goode of (tqual^uality. Statiptios for WhUea arc 
pXf bV InolUon of,ah.ro8t all lli«i,.anic pooplo. who '» ^'^^^ '^',« «",^J«° 

To advorso ooono.Jiio differontialfl nearly «« *'<^^« ,^ .^»*°^.,|;tinr that of 
direction, the tax imrdon oivblaOk phopXo is not jjlgnifloantly lower than that 01 

**B*.lJHiS' are not pro^/ded for black male full-timo sales workei-s f mong all 
male »K workem, nioaian earnings of i)laok8 were 35 percent less thrtn melllan / 
earnings of whites. • > " 
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Representative MitchbLl. Mr. Perlo/I will just go back land forth 
with a half dozen queptions that I have in miAli, or that I nave, 
scribbled down. ' . 

I think most economists would now agree that we are m some form 
of a^recession. Whether it is the first stage or the second stage or 
preliminary stage, I don't know. But there is the general consensus 
that right now we are in some form of a recession. 

There* is a theory that says when we move into a recession in this 
nation^ whites — as the recession winds down—come out and make 
additional gains in income above ^^nd beyond the gains that they 
made prior to the recession. The theory further goes on ter say that 
blacks come out of that recession later than do their white counter- 
oarts. but they— anfl they make additional gains; but not gains 
'sufficient or equal to the gains^meEde by their white counterparts. 

Thus, the conclumon ^ that theory i? that as America contmues 
through it« monetary policy and other policies, that to go through 
cycles of recessions, the net result will be that blaclq^ will' always lag 
Mhind. 

Have I stated the theory clearly to yout 
Mr/ PiRLO. Yes. 

Representative Mitch»ll» Would you comment on it? 
Mr. PiRLO. I think part of it is universally acoufrate. That is, as 
things havfe been, blacks always come ^ut of a recession later than do 
whites and that both gain. 

I^ink that the record show»> however, that it^is not always true 
thaf^tachii gain lees than whit^ in ft boom^ period. 
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For example, in the late 1960^8, which wiis just followihg the civil 
rights legislatiqn and the periwr of maximum nuvss ^)ubhc activity 
.on behallof civil richte, and there was a real movement m the country. 
~- t^TOTOTrnTi shorn cFeiirtr th^^ blircks im]>roved 

chiHtif? the period of economic boom and nrosperity ; Vheroos, in the 
l^est economic boom- and prosperity, the (Ti)posite >^as the case. 
. Anil I think the reason was essentially tl/e more unfavorable political 
. clirnate that existed at tht latter time. 
Representatiye Mitchell* Thu^c you. 

In another hearing/ y^*^H|Bf and other hearings last week, wo* 
heard witnesses addressHhe pfiKBlem of black youth unemployment. 
Those witnesses, some of them indicated that iust sheer demogranhic 
changes ane going to result in a better picture, a better climate for black ' 
youth. \ 

They argue that we are at the of the baby boom era/ They argue 
that following this recessionary trend, the condition in which we now 
finil ourselves, the economy will be expansive, and as a rdeult black 
youth, in narticalar, will be moving* into belter job opportunities: 

Althou(!;h the witnesses did not state this <>xphcitiy, 1 cam« to the" 
conclusion that their position would be: You really don't have to^ (lo 
but so much right now, that if you wait a little while, the demographic ' 
changes in i^pu of themselves wiir have a positive impact oti tno pic- 
ture for black youth unemployment. 

Mr. Humphrey and Mr. Perlo, would you comment on that? 
^Mr. Humphrey. Congressnfmn Mitchell, if you look at the demo- 
graphic data, you will nnd that we have had a (lepline in the l\irth 
,rate. , s - * 

We are over the so-called baby boom pericrtl. It would stand to 
' reason as you approach some period in the 1980's, arfi^ 1 don't know 
how many years afterward, youth as a percent of total population 'wUL 
go down. * V ™ 

If youth, tis a percent of the total population, goes down, it become^ 
a smaller percenJLage of the overall problem. And if you get ji reduction 
^ in the unemployment rate for youth during this period, ^>art of it has * 
to be explained by the fact that you have few^r youth m that labor 
^ market. ... 

And while I do see sonie viftue to the position that was stated at the 
hearing, I certainly don't think that you can overlook that important 
fact, the relationship of yoiilh as -a factor in the labor force today 
compareihto what it \<H11 be in the I9a(|'s based on declining birth rates 
^ over the past few years, ' 

• I would certainly bring that factor into the equation befote \ would 
arrive at the conclusions that some people may project. 

•epresentative JVIi^chel!*. Mr. Perlo. . « 

Mr. Pkklo. I,think/thkt there is a Jimitod amount of merit to the - 
^ argument. JBut I am not sure whether it adds up when yoH consider 
■ the whole picture^ - > / ^ . . , 

There are two inaccuraaies, I would say, in tJie projection. One in- 
accuracy is the <;oncept of a vigorous recovery after the present re- 
cession. The standard projection is^ that the economic growth rate wilj 
baeyen slower in the 1980's than it has been in the 1970*s. And it has 
been jslower in the 1970*s than it has been in the I960's. 
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I thoutrhi 1 in tnv biicfftiHo a roront rominottt by vSam Nakn- 
^'all Street HoUh. OhscvinM tbo tremen,i<M.s strain ol^ the occmomy 

this nmkos th(<R!c)()my o«'<>nonm' outlook for tho lOHO's ev<m K>«y(M 
th«n it luuLboon formiiUy. ' . 

The secoiul i.oinl is that ^^'\n'ix con^Mlernm the (luest.on of y 
youth as a whole, on«^ has to consi<ler (leinoKM'apluc- rcMuh a noUK 
fittcks in <H,njun(«t.ion with the tremendous .nereaHO '»\^»'«H«»»';;J> 
lation, Asian 'poP^l'it'*'". '""'"'''"^^ <^^<*M>t'oually lu^li 

imi\e bofoi^ one is (certain that the overall inuionty youth requiring , 
obs nmS of such youth will decline 1 suspecf that M wdl con mue 
to increase, all thing's oonsirtored. Andlluit, therefore, m 
stagnant economy, the problem may become even more seveie uthei 

than less severe. 1 . . ■ u«v 

JlenresentativffMil'CHELL. I tend share your v.ew. I nm^^^^^^^ 
- that f don't think the mnjonty o the members of be.Iomt ^^co 
Committee would share your view. And certainly, those witnesses 
who advance the positions that they (.lid do not ;'",^r^,i^„ 
I am somewhat pessimistic, i)rimarily because of Uie two oi^rat lye 
factors riijht now, two sets oQactors that are operative. One, the 
F deSl fc^ve's new policies^oU in terms- of f '^t^'y .F*;,^ ^ 
'or really, monetm'y decline and the (changes m the rate at the*liscount 
window which are shoving iuterest raTSjjs up. r 
Even if we had an abrupt change m eithev of those two fac.tois, 

'^"f we'Smimly ^ lower the interest rate ami abruptly swelled 

monetLy no cy, it seems to me you just stepMp the tempo « inHation 
which hievitabfy, has to be curbed ajjain. Ami the Keds would have to 

'^'^hToth^Sbility , it seems to uie, is if we pursue ^^^^^^^ 
policies, couploil with a kind of fiscal austerity that the C-ongiess is 

"'TtTie^'lmrs! wimt we will do is maintain at present an untenable 
situitjpn and % worst, we will makt the present^ ba,l situation even 

^ So^i am inclhied to come down on your sithi of the coin. 

Mr Humnhrev did you, in your study, attempt to make an assess- 
men^of tSs S( of Wtuatiom l\u rtoVthe wage bill loss occurred 
for hliiokR what woiiUl havQ been the revenues/ 

WoS.1 they have obviously, there would have been an 

increiise in.revenues tflhe Federal, State, and l^f'^^^Jf^^J^^^^^^^ 

Did you attempt to iWe any assessment as to what that increase 
in revenues mitrht be, peraentagowise? , i • 

MrKi^KHRBY. Wo, dicT not, Congressman, for obvious reasons. 

What w« were searching for here wfts the development of an eco- 
• noS L^el Zt we coul^l to not o,ly do w^iat we ^ii-mvi^^^o 
do hero, but to use it perhaps to do the type of thing that you ate 

fa^"the first time that we tried this We wanted to see jnst 
what wo cmild come up with. But I suppose if ycui accept our estimate 
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of a $61 billion wage gan over the period 1909 to 197^, and if you use 
a milltiplier of 2.5, ^hion 1 think is raUior reasonable^^ you are talking 
about aj^ost to the aggr egate community, 1 suppoae, in oxcossof $150 
Mlioh spreati over 6 ^ears. - . 

And if you start thinking of tluit in torina of tux rovonucs to Federal, 
State, ami local govprr\ment8, you end up with a sir^ablo ujnount. 

suppose the model could bo refined to grind out the type of pro- 
Jlbtion that you ju^t mentioned. * v 

Representative Mi^chbll. I would be very interested in that. We 
iJhow what uneniployment is costing us. There is almost u consensus 
that $17 to $19 billion for every 1 percent of unempioyment per.year. 

"Btitto-tiiF^bBst of iny Im^ 
tjbink that anyone h^s done a study on the loss of .revenues occasioned 
or created by sustained black unemplovment. 

Let's hope ihat either you two gentlemen or someone who reads the 
transcript of this hearing might pursue that. I think it would bo bene- 
ficial k)X Aiberica and th^e Congress to know more .8|)^cifically iiow 
much money we are losin^^ in terms of revenue. 

It mi^ht be quite interesting. 

This IS a kind of noijfriend of the court question, Mr, Humphrey. In 
vour testimohVf you sayv^ha.t your study assumes that the number of 
blacks in the labor force is more than adeaaate to meet the require- 
ments to raise black employment to a fairnsnare level. 

I would suspect that some persons in the Co^igrei^s would sav, do you 
really mean tnat we tiotually have enough black lawyers anci dentists 
and doctors and scientists and journeymen carpenters to fill a fair shal^e 
of these jobs in the labor market. 

But the reason that we haven't done this is beeause of race 
^liscrimination in the labor market. 

In short, some Members of Congress would raise the question: Does 
this imply that there wQuld no longer be the need to concentrate on 
improvmg the educational and training opportunities for blacks? 

Mr. ITuMPHRlDY. That would be a f%ir questiccn. Ami certainly, the 
statement in the text^lhould not be intorpiieted wjmply that there i/s 
no longer any need to wj>rry about quahty education. 

I think what we are saying. Congressman Mitchell,^H that in this 
country there are approximately 30,000 job titles listed in EEOC, And 
from tne standpoint of reportmg— employers reporting to the Com- 
mission, we have 9 brqitH Job categories, and 30,000 occuf^ations are 
collapsed into those categories. 

If you, for the sake of answering the aues^tion, assume that 10,000 
of those job titles are properly classified as professionals — now this 
study in no way is implying that at' the present time, or the present 
availability of olacks with a college degree, and we assume that the 
college degree is a prerequisite for professional jobs, in no way are we 
assuming that there is a sufficient supply of blacks to enable blacks to 
fill a fair-share level of each cif those lO-jOOO jobs. 

Thatuj^^unrealistic. * 

What we are saving is you h^ve a qualified pool of blacks with college 
degrees. And if they were properJy employ eth and not underutilized, 
you would find a situation where blacks, by virtue of their educfttion. 
would be in many of these job titles, not necessarily a fair-sha^e level 
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of doctors^ a f air-<<haro 4evel of lawyera, but they wouUI he in luany 
of the occupations that they are not into today because they are 
underutiliEed. 

And Ihe concept of tftir^hare is not ii maximuih. We are talking 

about inmimuin. It ^ conceivable that you would nnd blac^R, heavily 
concentrated in sonuv-^ccujmtions, not so heavily concentrated in. 
other occupations, » 1 * 

But we know of cases where blacks with college degrees who are 
qualifiedvto go into professions other than the two that you h?ive 
mentioned are denied the opportunity. 
And that is what we are talking^ about and not what the opponents 
. of a fair share _\vould claim as a fair share of 10,000 job titles. 

1R*res(BMaliv MiTCH(BLi7 Tins ia very ThteresUM and I will asic 
Mr. Perio to. «omnient on this also. 1 don't rfecall tfie exact, circum- 
stance, Init we receivecl testimony sometime tliis yiear from some 
witnesses who concluded that as macks move up in term^ of educa- 
tional achievement and attainment, the disparity gap, the income 
<li8i>arity gap narrows. 

And m(lee<l, theii testimony indicated that as you reach the very 
ton levels in professions, the income tjap disappears altogether. 

iiut, Mr. rerlo, in your statement, m vour teitimonv you mdicated 
that at any given level of edrtcational^ attainment blacks fare less 
well than whites. 

4 Mr. Peulo. Yes, That is definitely, shown in the latest annual 
survey J[>y the U.S. Department of Commerce of family and individual 

llo'wever. it does indicate a certain narrowing at the top, but 1 
would qualify that because of- the fact that I believe, the w-ay these 
siiilejs are conducted, people are asked wliat their incomes are in 
certi^ui broad ranges. And then there is an open ended top range* 

1 would say that a number of people will list themselves as in the 
open ended ton ran^e and they are apt to go very much higher. 

But in the formal calculation,^the approximate calculation by the 
Commerce JDepartment, their actual income would ai)j[)ear to be 
somewhat lower than it wally is. And you have, in addition, many 
more of the whites in'the prof^'^^^l ^^^^ ralanageiial categories who 
will have a large segment of their income \fi forms which are eith^ 
not reported or ^re only fractionally reported .in the Commerce 
Department figures. 

According to the Commerce Depaitmwt itself, only approximately 
one- third of all dividend and interest payments are reported for these 
surveys. Such things as capital gains and I suppose stock options 
and tninga like that are not reported at all. 
<^They^artt completely unreported. «^ 

I suspect if one had a total picture, the narrowing would either be 
nonexistent or very slight. • . t t.- u 

To further commeVit on what Mr. Humphrey was saying, I think 
there is an additional pointy of course. I notice that he made in his 
original statement the important point that there are blacks who are 
available or trainable for good jobs. And I think that latter is exiremely 
important becauSe it^ is a fact that a very lai^ proportion of people 
employed even in higher positions in this society are trained on the 

T 

31 



28 

job iteelf, regardleaa of what tho preUmirfcry^ ©(hicatipn VequiremenUj 
are, * ^ * . \ . 

Much of the dttterimination Ih not offorinu; thoin tho opportunity. 
And tlion if wo tftk;o ifniv[>rtant ocT.upfttionH— Itko that of a ('m'ikintor • 
1 Uoliove that tlxjro aren't many -^lacOH whoro you will not fhul hiacik 
carpontoix who aro fiiHy hh abloj nilly as skilled in tho trudo ixh whit<s 
oarponterH, and who aro not adinittod in^o tl^o higheHt paving oarpontov 
job«, unions or whatovor, and do thoir .oarponter work on tho hulIo 
when they caik geUit for a fraction of tho total oarninjfw of tho whito 
cfirnonters. % / 

So all of those RTmls of things enter into tho picture, 
, Rmre)?eivtiatiY,^.Mi you have a cominwit mi that» Mr 

Humphrey? 

Mr. HuMriiRBY, I contour with Mr, Porlo, The problem when you 
look at this from tho.emplovinQnt opportunity situation^ wo speak of 
mialifiod voraua nonaualinecriJut roailv, you aro thinking about (lual- 
ined versus qualifiable. When the employer uses the concent of qual- 
ified, he automatically restricts the size of the pool, and tnat haa an 
adverse nnpact upon Macks iu terms of ompfoyment because fewer 
of them a^i'o there. 

L . But if you o}cpand tho concept of the nool to qualifiable and tlien 
u'iake your selections, vou have more blat^ks in that pool. If your 
process of selection is (lone now on a basis of fairnj^ss apd if the law 
of averages come into play, speaking of a nationwide situation, it is 
almost impossible not to got a sufficient number of blacks out. 

Now regai'dlesa wheth^^r an employer defines his pool n% qualifio<l 
or uualifiable^ he engages in training. - 

The .question may be 't costs less to train a q\ialifiod person than a 
qualifiable person, ^ 

That may bo true. But you must measuix> training cost« in terms 
of how long the in^lividual will slay with the omj>loyer, A peraon who 
is q\ialified and comes onto a job and takes trainmg— let'js say it takes 
--^.^iXS^ks to train him or it takes 4 weeks anil the qualified poreon only 
tfidco5^^"PJ^*^iK^^ is A l(K)-percdnt increase i4jc^.raining 

costs. "^T — 

But if the qualifiable nersonstayr^^ times or five times 

longer, then t)ie qualifiea, so-i^alleil quaUfiednerson, yo u ^ lake that ^' 
traming cost and divide it over the number ot years am^ his cost is 
less and his returns aro /niich greater. ^ 

The employer gets a greater retuni on his investment in training 
costs if the employee stays longer. * , . 
^ That is why I think it is very important to spoftk of qualifittft>lo in 
view of the fact tliat- Mr. Porlo said training takes place in this country 
V every day. 

Even the president of a company, he must be trained. 
Representative Mitchell. Even a Member of Congress, ILaughter.1 
Mr, HuMPHRBT. Tousaid that. Congressman Mitchell, Ijaughter,] 




become 
a 



iingly , 

human needs amendment on the budget, whpro we would mcrease 
the amount of Federal funds available to the human needi^ programs 
by^dealing with some of the tax loopholes. 

By if^ay of illustration, the amount of money that corporations claim j 
right of? under research and development and yet we have studie^j 
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m/iM) hI><)w that only a very sinatl norooiitano of [ho monpy Maiinod 
7h hoinj? tax froo in lomMUTh iliul dovclojunont is loally usod for losoarch 
and ihwotopintMit, »It »« uh«(! to suhsidizo i\w product lino of thoHP 
<H»HK>FttfloHK in nnwiV inHtiuictia. , * . 

•Mr IVrlo I want to oxploto with you an aroa with rofortmoo to 
tax policios.'l maintain (hat tax policies that nronioto arcoIoratcMl 
capital depreciation have an elTect of widening' the ^nip because ttiej; 
•OHs«Mitially substitute caoital for marginal hihor, I he mar^Mnnl labor 
■ market Is basically the black, Ifispaiiic, and female workers. 

The arHument" is used that our 'inoductivity oeiformaBco is 
la^'^'in^', and thus we cannot become competitiye on the inteinational 

"^nTl correct in assuming that accelerated ca|)ital doprociation le- 
plac.es minority workers. \\^)uld that be a fairly safe assumption f 

Mr. rKuro.'l would qualify my conc iirjenco with you in this way. 
There is plenty of capital investment in t:his country but the prol?ion», 
is that if one studies wliore the capital is nowing, the rate of increase 
in cai)ital investment .by tianshatiohal corporations overseas and m 
(^ina<hi and in Mexico is many times faster than tlie rate of increase 
^in the United StaRw. And therefore this is one of tlie bi^' problems 

in shu k employment within the lhute<l States. , 
' If you take the total employment by U.S. corporations p;l()lT*lly, you 
will And that it increases considerably faster than employment witlun 
the Unitod States. In other words, if all investment were in the United ^ 
States,' unemployment would be considerably less, 

I don't feel, I really don't feel that nuntal investment per is 
destructive of einph)yinent. 1 think ca|>ital investment per .se is only 
• destructive of emplo'yment to the extent that it is iv)t accoin|)anie( 
by other actions which increase the incomes of the people ttnit wi ! 
have to buy the floods that are produced by the more ethcient <;'M>' 

In that Heiiws,- the taxation pohcy is very relevant,' becau.se the 
taxation policy whii.h our L'overnmont has had for many yeats, 
which is stea(lily*ilecieiusin^? the proportion of taxes paid by ccnpora- 
ti(vi.s and increasing' tluCproportion paid hy workers, teiuls to widen 
the Kap between productive capacity and mass purchasing' power. 
And in that stniscr, acc,olerate<l (le|)rociation and investment credit 
and all of tl^so other loopholes are woi-senin^' the em|)loyment "situa- 
lion and inVlbme situation of bUcks and so forth. 

ttoprejiwttlitive Mmh ubm. You come at it the other way, the re- 
' auction '^'onsumer pui'cl^sin^' power. But we arrive at the same 
reauVt. ♦ . v^*' v • , . ^ 

Mr. Pkklo. Yo8, , , ~> 1 « I :. 

, Rei)re8ontative Mitchkm.. Mr. Humphrey, you have mdicined m 
your testimony that blacks are required to have niore education t^ian 
whites in oidef to take ad vanta^'e of similar educational opportunities. 
Once atain, some of mv colleagues would ai«ut. 

nook, there are a whole lot, of white youth and \yhi to Women who 
'are well educated, have coll«|j;e deKrecs, and yet you imd them workinjr 
in retail sales industries, supermarkets,, and ijo forth. Ib^ are over 
educated for tho jobs. Ihey are porforminfj. How do you ef|)lnin tins, 
that a lai>?e number of whites, both women and youth, are irndm}; 
jobs in areas, retail sales foi- examplo,. and thoy are obviously over- 
4juali(iod for these jobj*. 
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Mr, HvMPHRDT, We did not treat that particular question in this 
statement, but Vre muat realise that women, too, are the victims of 
employ merit discrimination, m(\,l would suspect that women are 

V. l^(]piiirklj_ aa A ayIidIq^ to Jia\u^ Jinora Rtringoul educatiaftal Irequkemcuta 

than white males. And if vo\i find what we call an overconcontration 
of women who are ^iu«i)imHl to do 6ther activities in the sulos-typo 
jobs, it may be a question of necessity of omploymertT., 

A person may need a job, ^nd due to discrimination, be it racial, 
sexual, or national origin, they may be forced to take the job that is 
, available. It is not just a black question, a« we have laid out in thift 
. publication, but we were merely talking about blacks in the study, 

1 am quite sure Hie same thin^, what we have said about blacks, 
holds true for other grou{>8 in this country: Hispanics, other ethnic 
# groups and women, and pprhabs yoiilli in general. , 

Representative Mitchbll, So yoiinfcHawer is that the overqualified 
white youth or white woman is workin^^^ a j6b far below their 
Qualifications is really the result of a discriminatory patteni, 

Mr, Humphrey, I would sav so. They are working at levels beneath 
thoir potential or caoability. It is a matter of working, and until you 
remove the factors tuat lead to discrimination against youth, against 
. women and other groups, you are 'going to find members .df these 
groups underutilized. 

Representative Mitchell, Thank you. The Confess is not omnip- 
otent. It is certainly not ompiscient. It is omnipresent, everywhere 
you iSbk there we are, [Laughter,]- We are hot in those other two 
categories, ^ . , 

Thereforcf, I always come down to the bottom line; What in the 
world do we do? Hbw do we ^nd this? . \ 

You have given some indications, 'Mr. Perlo, about how it height; 
be ended. You talk about doing something to stabilize prices and you- 
have made some other suggestions, I have not heard any from Mr, 
Humphrey as yet. 

What will happen is^ after these hearings, someone will say: What 
specifically^ are yoil going to recommend, Pjtrren Mitghell, that you 
' can ^Imost be reasonably assured will work, that giv<en the variations - 
in the economic picture and all of that kind* of stuff, what can you 
,xpcommend? 'What steps, A, B, C; would you recommend?' 
Gentlemen? 

Mr. HuMPHRBY. Congressman Mitchell, if I knew — and I am being 
veiy frank and candid — the answer to that question, I woulff doubt 
seriously whether I would "^be here today appearing before this coni- 
mittee. That is a tough question. - ^ 

What can we. do beyond what we are doing nov? I am at a loss. 
Congressman Mitehell. We have made some changes in the law. We 
have iNBorgaflized'ibhe civil righw efl^ort. We have reorganized the 
Commission. We have systemic programs goin^^;. It is my underst^nd- 

• ing that the reorganization of some other coriipliance eflforts is going on. 

Short of what we a^e doing today, I really don^t know, because 
what you are talking cSbotit, we are talking about race and sex, then 
we are talking«about mental attitudes, and I don't know how to get 
inside the head or the heads of the people you have got to change— 

• America has to change/ 

. Representative MiTcniLL, All right, but let me ask you this: We 
did bring about some very fundamental changes; isn^t that correct? ♦ 
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. Mr. HuMPHRBy. Ri^ht, i w 

. Roi)rosentative MrrftuBLi.. And 1 think those ( hanjjos did result iti 
part rroni ^^overninontdl actions to change atlitudoH, not only fjovorn- 
mental ttAtitmiea but thexhurchea and some businossnion got into the 
j)ir(uro Vryin^i: to cUango attitudas. 

What Tcaro is^that thore has been n renuirkable shu kenin^!; of that 
eirort, and maybe alon^^ with some other miKKOHtions that Mr. Perlo 
inifi^ht want to make, maybe we should embark on aiwtb^i^ ^^^ve of 
propaganda. That's, what it is, it is good propaganda. Wlute propa- 
gandii as-opposed to some other , color. It is just good propughiulu^t^ 
start educating in ternis of racism. ^ xm i u wr ^ 

Mr. HuMi>nuBY. I think you're correct, (\)ngressmau Mitchell. Ue 
nee^l t6 remind America that it is hero, and we need to show Aniorioa 
the depths to whi( h this discrimination exists in .this country and what 
it isiosting this country not onl^ in terms of lost dollars; you have a 
lot of social implications of diH( rimimUion; Poor housing, poor hea^]), 
poor education, diets, all of these problems relate to this entire 
attitude.' ■ • , 

» America needs to be reawakened to the fact that it is here, that it 
exists, and that it i.s not ^>oing to go away by my wishing it to go away 
t>r you or anyone else. 1 think we are just going to have to redouble 
our efforts, wdmtever that means. As I said, ! am at /i loss. 1 would 
like .to see it tMided today, but 1 am practical enough to kilow it is 
iK>t going away today nor tomorrow: 

Representative Mm^nBLi.. Do you have any specific recommenda- 
tiqna? You mentioned one or two, Mr. Perlo, dealing with thf wliole 
microeco\ioiuic picture which may have a salutary inHuoiK^e on this ^ 
l)icture. Do you have some more? • 

Air. Perix). Just to follow up a bit on \Vhat M.r. Humphrey said, 
1 think by my observation jas a white pei^^on, and speaking of iny 
white acquaintances, my acquaintances with other white people n\ all 
walks of life\^ 1 think it is clear that the decree of prehidice among the 
white populatiion in general^ a great majority, is mucli, much less than 
with the. case 10 or 20 years ago. And the population would' sup|)ort 
strong measilres to iinnrove the situation. This is my o|)inion. 

However, I also think, as you said, Congressman^ that a tremendous 
|>ropaganda effort is neceSvSaVy and, even more, the kind of organizing 
■ of the constituency that will bo ct)mmitted to this end. 

I do agree that i)rogress inHhe area of reducing ecoimmic disi)arities 
is closely connected with fill other major issues in ouri^onomy . In my 
book on the subject, "Economics of Racism,'' I made the l>o^<l^/^/ 
all programs to specifically improvo the conditions of blacks^iould, 
to be successful, be connected with programs to improve tlie situation 
of all working people. , t ,^ - t 

^ Thii^ would embodyj such broad areas a.s ta><; reform, shifting of 
priorities from the military to civilian needs, large-scale programs 
which w^ould both provide jobs in tl>e millions and millions and would, 
at the same time, provide tremendous social needs we have in our 
/country for transit and housing and many other things, and nohcies 
with respect to foreign trade that would cause us to export much more 
goods providing jobs, and export less capital, which take jobs out of 

the country. t i ■ i m ' 

I just wanted to say a final word in this general area. I think it is no 
secret that I am a siip{)orter of socialism as a social system. I thmk a 
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iQt of the evils of our presentni^jjr society are those which grow oiit of 
capitalising including racial discrimination. 

But I do have the opinion that capitalism does not require racial 
diacrumuaiionJn-x^rder^ did 4K>t require the 

prohibition of trade unions in order to e^ist, j 

I therefore believe that tremendous projjjjress can be made^ even 
while we live under the system of caintalisrt, toward reducing, mini- 
mising and striving to absolutely eliminate all forms of racial discrimi- 
nation. That is the way I approach this problem concretcjjy. 

Representative Mitchull. Thanjc you. It is almost 12 noon. Just 
one last^ comment from' me, and' I move into a very <llan(2:erous area 
because I move into the area of politicalrphilosophic-economic thinking. 
Let me lUst say that I am not at all sure that the lipea of demarcation, 
Mr. Perlo; are .etill as sharply etched between socialiftm and capitalism 
as they once were. \ 

We will consider H sometime in the near future, government inter- 
vention in the working of a private corporation. A large automobile 
manufacturing corporation. 

Certftinly ifwfi intervene that might well be interpreted by some as 
moving in au9ooiali8t direction. So I just want to say for the record, T 
thjn^ the lines that were once sharply etched are more and more being 
bluri;ed, and indeed I was n6t amazed but I chuckled over the growth 
of private capitalism in the Soviet Unioft relative to tbe tourist trade, 
-when people were renting out their apartmepts for the tourists. 
[Latighter.j v 

Well, forgive that little aside, and thank you very much, gentlemen, 
for being here. This committee. is now adjourned. 

(Whereupon, at 11 :64 a.m., the committee adjourned, subject to tho 
call of the Chair.] 
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